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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6161/December 4, 1979 


In the Matter of 


WYMAN, BAUTZER, ROTHMAN & KUCHEL 
SELF—EMPLOYED RETIREMENT PLAN 

Two Century Plaza 

Fourteenth Floor 

2049 Century Park East 

Los Angeles, CA 90067 


(18-55) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTER- 
ESTS OR PARTICIPATIONS IN THE WYMAN, 
BAUTZER, ROTHMAN & KUCHEL SELF- 
EMPLOYED RETIREMENT PLAN 


Wyman, Bautzer Rothman & Kuchel, a law firm 
organized as a partnership under the laws of Cali- 
fornia, filed an application on June 18, 1979, for an 
exemption from the registration requirements of 
the Securities Act of 1933 (‘‘Act’’) for interests or 
participations issued in connection with the 
Wyman, Bautzer, Rothman & Kuchel Self- 
Employed Retirement Plan (‘‘Plan”). 


On November 16, 1979, a notice was issued (Secur- 
ities Act Release No. 6150) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participation issued in connec- 
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tion with the Plan shall not be subject to the require- 
ments of Section 5 of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6162/December 4, 1979 


In the Matter of 


MUNGER, TOLLES & RICKERSHAUSER 
RETIREMENT PLAN 

612 South Flower Street 

Fifth Floor 

Los Angeles, CA 90017 


(18-56) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 3(a)(2) OF THE SECURITIES ACT OF 
1933 EXEMPTING FROM THE PROVISIONS OF 
SECTION 5 OF THE ACT INTERESTS OR PARTICI- 
PATIONS IN THE MUNGER, TOLLES & RICKER- 
SHAUSER RETIREMENT PLAN 


NOTICE IS HEREBY GIVEN that Munder, Tolles & 
Rickershauser (hereinafter referred to as the 
“Applicant” of the “Firm’’), alawfirm organizedasa 
partnership under the laws of California, on July 9, 
1979 filed an application (amended by letters dated 
October 23 and October 29, 1979) for exemption 
from the registration requirements of the Securities 
Act of 1933 (the ‘‘Act’’) for interests or participa- 
tions issued in connection with the Munger, Tolles 
& Rickershauser Retirement Plan (the “Plan’’). All 
interested persons are referred to those documents, 
which are on file with the Commission, for facts and 
representations contained therein, which are sum- 
marized below. 


Volume 18, No. 18, December 18, 1979 c 





1. Introduction 


The Plan covers the Firm's partners, lawyers and 
non-law personnel who have completed three years 
of service with the Firm. For the year ended 
December 31, 1978, 23 partners and 13 employees 
were eligible to participate and 21 partners and 13 
employees actually did participate. Applicant states 
that the Plan is of the type commonly referred to asa 
“Keogh” plan, which covers persons (in this case, 
Applicant's partners) who are employees within the 
meaning of Section 401(c)(1) of the Internal 
Revenue Code of 1954 (the ‘‘Code”’) and therefore, 
is excepted from the exemption provided by Section 
3(a)(2) of the Act for interests or participations in 
employee benefit plans of certain employers. Sec- 
tion 3(a)(2) of the Act provides, however, that the 
Commission may exempt from the provisions of 
Section 5 of the Act any interest or participation 
issued in connection with a pension or profit- 
sharing plan which covers employees, some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


The Plan was adopted effective as of January 1, 
1973. It was amended in 1974 and 1975 and was 
again amended and restated effective as of January 
1, 1976. The Internal Revenue Service has issued a 
ruling to the effect that the Plan is a qualified plan 
under Section 401(a) of the Code. The Plan is sub- 
ject to the fiduciary standards and to the full report- 
ing and disclosure requirements of the Employee 
Retirement Income Security Act of 1974. 


ll. Description and Administration of the Plan 


Applicant states that the Plan is in all pertinent 
respects similar to exempt plans maintained by 
based on their compensation, subject to certain lim- 
itations and subject to adjustment based on integra- 
tion with Social Security benefits. Participants may 
also make voluntary contributions of not more than 
10 per cent of their compensation for the year. 


The Plan is administered by a Retirement Plan Com- 
mittee consisting of three persons appointed by the 
Firm. Applicant states that since its inception, the 
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Plan has been administered by a Committee of three 
partners in the Firm. Contributions are made to a 
trust established pursuant to the Plan, the trustee of 
which is Bank of America National Trust & Savings 
Association, Los Angeles, California. Trust assets 
are invested at the direction of the Retirement Plan 
Committee. 


ill. Discussion 


Applicant states that the Pina is in all pertinent 
respects similar to exempt plans maintainted by 
many single corporate employers, is available only 
to partners or employees of the Firm, and is not any 
part of an attempt generally to market interests or 
participations to self-employed persons unsophisti- 
cated in financial matters. The Firm is engaged in 
providing legal services which involve sophisticated 
and complex financial matters and believes that the 
Plan is the type of Plan for which an exemptive order 
is appropriate in view of the intent of Congress as 
expressed in the pertinent legislative history. 


Applicant concludes that for the foregoing reasons 
granting the requested exemption would be approp- 
riate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 31, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application, accompanied by a 
statement of the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be 
addressed to: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. An order dispos- 
ing of the matter will be issued as of course 
following December 31, 1979, unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6163/December 5, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16405/December 5, 1979 


REVIEW OF GUIDES FOR THE PREPARATION AND 
FILING OF REGISTRATION STATEMENTS AND 
REPORTS 


ACTION: Advance notice of proposed rulemaking. 


SUMMARY: The Commission has authorized the 
Division of Corporation Finance to request public 
comment to assist it in its re-evaluation of the 
Guides for the Preparation and Filing of Registration 
Statements and Reports. The Division intends to 
re-examine the Guides to determine if they are cur- 
rent and effective and to consider what action, if 
any, would be appropriate to increase their useful- 
ness and to eliminate any inconsistencies or out-of- 
date material. 


DATE: Comments must be received on or before 
February 29, 1980. 


ADDRESS: All communications on the matters 
discussed in this release should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-813. All com- 
ments received will be available for public inspec- 
tion and copying in the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Bruce 
S. Mendelsohn or Catherine Collins, Office of Dis- 
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closure Policy, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549 (202-272- 
2589). 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission today authorized 
the Division of Corporation Finance (the ‘‘Division’’) 
to request public comment on the concept of an 
overall re-evaluation of the Guides for the Prepara- 
tion and Filing of Registration Statements under the 
Securities Act of 1933 (the ‘Securities Act’) [15 
U.S.C. 77a et seq.]' and of the Guides for the Prepa- 
ration and Filing of Reports and Proxy and Registra- 
tion Statements under the Securities Exchange Act 
of 1934 (the ‘Exchange Act’’) [15 U.S.C. 78a et 
seq.]. The present Guides are not Commission rules 
nor do they bear the Commission's official approval; 
they represent policies and practices followed by 
the Division in administering the disclosure 
requirements of the Securities Act and the 
Exchange Act. 


The Commission believes that monitoring the effec- 
tiveness and operation of its existing rules, forms, 
and Guides is an essential part of its responsibilities 
in administering the federal securities laws. The 
Advisory Committee on Corporate Disclosure 
included in its recommendations to the Commission 
that the consequences and costs of new disclosure 
requirements be monitored after adoption and 
encouraged the Commission to re-evaluate periodi- 
cally all of its outstanding rules. The Advisory Com- 
mittee felt that such monitoring would ‘‘keep the 
disclosure requirements current and effective and 
prevent the development of an encrusting layer of 
unnecessary and irrelevant information in disclo- 
sure documents.’ 


In the Division’s view, a thorough study of the 
Guides is consistent with and necessary to its objec- 
tive of increasing uniformity and integration of the 
disclosure requirements under the Securities Act 





‘Securities Act Release No. 4936, December 9, 
1968 [33 FR 18671], as amended. 


Report of the Advisory Committee on Corporate 
Disclosure to the Securities and Exchange Commis- 
sion (‘‘Report’’), House Committee on Interstate and 
Foreign Commerce, 95th Cong., 1st Sess. (1977), 
Committee Print 95-29 at 328-342. 
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and the Exchange Act. The Division therefore 
intends to examine the Guides particularly in light 
of the creation and development of Regulation S-K.° 
Additionally, the Division plans to review all aspects 
of the Securities Act rules. It should be noted, how- 
ever, that the review of the Guides will precede the 
study of the rules, specifically Regulation C.* 


The Commission is continuing its efforts to develop 
and improve upon specific industry disclosure 
guides, as was recommended by the Advisory Com- 
mittee. In this regard, the Commission has sought 
comment on the quality and desirability of disclo- 
sure made under existing Guide 61, relating to sta- 
tistical disclosure for bank holding companies,® and 
published for comment proposed staff guidelines on 
disclosure by electric and gas utility companies.® 
The Division intends to address specific industry 
guides individually, rather than as part of the overall 
re-evaluation of the Guides. Accordingly, commen- 
tators are requested not to include suggestions or 
views with respect to industry guides in whatever 
comments they may submit in response to this 
release. 


Inquiries 


Comment is invited on all aspects of the Guides, a 
comprehensive list of which is appended hereto; 


with particular attention directed to the following 
points: 


1. The effectiveness of the Guides, individually 
and as a whole; 


2. Any portions of the Guides which may no longer 
be current or necessary in light of changes in stat- 
utes, Commission regulations, case law, securities 
markets or financial practices; 


3. Any portions of the Guides which may be incon- 
sistent with Commission rules, regulations or 
forms; 





317 CFR Part 229, first adopted in Securities 
Exchange Act Release No. 14306, December 23, 
1977 [42 FR 65554). 


417 CFR 230.400 to 230.494. 


5Securities 
1979. 


Act Release No. 6115, August 30, 


6 Securities Act Release No. 6085, June 25, 1979. 
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4. Any changes in disclosure requirements which 
may be necessary to make the Guides more helpful 


to registrants and to provide meaningful disclosure 
for investors; 


5. The optimum relationship of the Guides with 
Regulation S-K; and 


6. The costs and other burdens occasioned by the 
Guides. 


In addition, recognizing its limited staff resources, 
the Division requests that commentators indicate 
which areas, if any, they feel should receive imme- 
diate attention and which areas they feel are of less 
pressing concern. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





APPENDIX 


The folowing is a list of the Guides under the Securi- 
ties Act of 1933 and the Securities Exchange Act of 
1934. Brief descriptions of subject matter have 
been added where titles are not self-explanatory. 


Guides for the Preparation and Filing of Registration 
Statements Under the Securities Act of 1933: 


Pre-filing Conferences with Registrants. 
Letter of Comment. 


Applicability of Amended Rules and Forms to 
Previously Filed Statements. 


Registration of Securities for Delayed Offerings. 


Guide 4 describes those types of deferred or 
extended offerings for which registration under 
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the Securities Act is permitted despite the provi- 
sions of Section 6(a) thereof, which prevents 
registration without the intention to offer the 
securities in the proximate future. 


Preparation of Prospectuses. 


Guide 5 encourages registrants to keep pros- 
pectuses readable and gives specific guidelines 
as to cover page content and presentation. 


Introductory Statements. 


Guide 6 provides guidelines indicating when 
and where disclosure is appropriate as to risk 
factors, disparity between public offering price 
and effective cost to affiliated persons, and dilu- 
tion of investor's equity. 


Dating of Prospectuses. 


Pictorial or 
Prospectuses. 


Graphic Representations in 


Promoters. 


Guide 9 refers registrants to Rule 405 (17 CFR 
230.405), the Securities Act definitional rule, 
and discusses the conditions for using syn- 
onymous terms. 


. Registration of Options, Warrants or Rights and 
Other Securities Issued or Sold to Underwriters. 


Guide 10 points out that such securities issued 
to underwriters in connection with a public 
offering are considered part of the offering and, 
therefore, must be registered. The Guide also 
discusses such registration. 


. Finders. 


Guide 11 deals with appropriate cover page dis- 
closure of finder’s fees or similar payments. 


. Over-the-Counter 
Warrants. 


Trading in Rights or 


Guide 12 discusses the Uniform Practice Code 
of the National Association of Securities Deal- 
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ers, Inc., approach to this subject and the 
appropriate disclosure of the basis for trading. 


. Market Quotations—Absence of Established 


Market. 


Guide 13 addresses the appropriateness of dis- 
closing historical market prices of securities 
where there is an established market therefor 
and, where there is none, disclosing that fact. 


. Underwriters’ Compensation from Conversion 


of Funds into Foreign Currency. 


. Expenses of Issuance and Distribution. 


Guide 15 discusses disclosure with respect to 
expenses incurred in the issuance and distribu- 
tion of offerings of securities. 


. Underwriter’s Experience and Due Diligence 


Inquiry. 


Guide 16 indicates that, where a new or specu- 
lative issue of securities is being registered, the 
underwriter may be asked to explain to the staff 
its efforts to verify the prospectus disclosure. 


. Disclosure of Underwriting Discounts and 


Commissions. 


. Original Issue Discount of Debt Securities. 


. Distribution of Preliminary Prospectus. 


Guide 19 discusses adequate preliminary pros- 
pectus delivery as a condition to acceleration of 
effectiveness of a registration statement. 


. Mailing of Amended Preliminary Prospectus to 


Regional Offices. 


. Use of Proceeds. 


Guide 21 addresses acceptable content and 
presentation of use of proceeds disclosure. 
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22. Summary of Earnings. 


Because the Commission staff is currently re- 
evaluating Guide 22 in connection with a separ- 
ate rule-making project, specific comments 
need not be addressed to this guide. 


. Current Financial Statements and Related Data. 


Guide 23 assists in determining the need for 
updating financial statements and related data 
in registration statements. 


. Currencies in Which Amounts Are to be Stated 


by Foreign Issuers. 


. Manner of Showing Distributions by Real Estate 


Syndicates and Real Estate Investment Trusts. 


. Statement of Dividend Policy. 


Guide 26 also is currently being considered by 
the staff and therefore should not be included in 
specific comments. 


. Names of Customers and Competitors. 


. Disclosure of Extractive Reserves and Natural 


Gas Supplies. 


Guide 28 addresses technical matters arising 
from the application of the disclosure require- 
ments in various forms to oil and gas reserves 
and supplies. 


. Disclosure of Material Long-Term Leases. 


. Disclosure of Principal Sources of Electric 


Revenues. 


. Disclosure of Recent Developments—Backlog. 


Guide 31 points out that a material change in 
the trend of sales or earnings of the registrant, 
and the reason for the change, as well as infor- 
mation with respect to backlog level, should be 
adequately disclosed in the prospectus. 
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. Liability of Shareholders to Laborers, Servants 


or Employees Under State Law. 


. Notice of Redemption of Convertible Securities 


or Callable Warrants. 


. Executive Committee. 


. Identification of Members of Board of Directors 


Selected by the Underwriters. 


. Effect of Issuance of Options or Warrants to 


Certain Persons. 


Guide 36 indicates certain disclosures which 
should be made if a material amount of options 
or warrants has been or is to be issued to promo- 
ters, underwriters, finders, principal stock- 
holders, officers or directors. 


. Consents of Accountants. 


. Consents of Attorneys. 


.Charter Amendments Authorizing New 


Securities. 


. Underwriting Agreements. 


. Specimen Bond. 


.Reports or Memoranda Concerning the 


Registrant. 


Guide 42 specifies documents which should be 
furnished to the staff as supplemental informa- 
tion when a registration statement is filed. 


. Representations from Selling Security Holders. 


Guide 43 indicates that, where securities are 
registered to be sold for the accounts of individ- 
ual selling security holders, those holders will 
be expected to provide the staff with letters stat- 
ing the reasons for selling and that they are 
aware of the disclosure contained in the regis- 
tration statement. 
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44. Securities Act Exemption for Shares Subject to 


Options. 


Guide 44 states that, where registrants with 
employee stock option plans have not registered 
the underlying stock, they should inform the 
staff by letter whether they intend to register 
stock issued upon exercise of the options and, if 
not, upon what exemption from registration 
they intend to rely. 


. Information as to Over-the Counter Market for 
Securities to be Registered. 


. Statement as to Indemnification. 


Guide 46 deals with disclosure appropriate 
where provisions are made for indemnification 
by the registrant of any of its directors, officers 
or controlling persons. 


. Enforceability of Civil Liabilities Under the Act 
Against Foreign Persons. 


Guide 47 discusses the need for foreign private 
registrant to disclose how civil liability under 
the Securities Act may be enforced by investors. 


. Annual Reports to Security Holders. 


Guide 48 states that registrants should disclose 
whether or not annual reports will be furnished 
to security holders and whether or not such will 
contain certified financial statements. 


. Revision of Prospectuses Where a Company 
and its Employee Plan have Different Fiscal 
Years. 


. Disclosure of Confidential Mateial to Other 
Government Agencies. 


. Release of Price Data on Subscription Offerings 
by Listed Companies. 


Guide 51 indicates that price information on 
subscription rights offerings may be dissemi- 
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nated through exchange facilities or the Dow 
Jones broad tape prior to the time a registration 
statement becomes effective so that such data 
is announced before trading is commenced. 


. Disclosure as to Listings on an Exchange. 


Guide 52 points out that disclosure of intent to 
apply for listing on a securities exchange may be 
misleading unless there is reasonable assu- 
rance that such application would be accepted. 


. Secondary Distribution ‘‘at the Market.” 


Guide 53 describes various arrangements that 
should be entered into and disclosed, as 
protections against possible market 
manipulation, when a registration statement 
covers a non-underwritten offering ‘‘at the 
market” of a large block of securities held by a 
number of selling security holders. 


. Misleading Character of Certain Registrants’ 


Names. 


. Prospectuses Relating to Interests in Oil and * 
Gas Programs. 


Guide 55 sets forth the specific items of 
disclosure, and the order of presentation 
thereof, appropriate in prospectuses relating to 
the offering of interests in oil and gas drilling 
programs. 


. Interests of Counsel and Experts in the 


Registrant. 


57.Registration Statements Relating to ‘Insurance 


Premium Funding” Programs. 


Guide 57 discusses registration fee calculation 
as well as prospectus presentation of summary, 
tabular, and hypothetical data in registration 
statements relating to insurance premium 
funding programs. 


. Disclosure in Prospectus of Registrant's 


Business Address and Telephone Number. & 
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59. Summary of Disclosure in the Prospectus. 


Guide 59 states that in registration statements 
on certain forms there should be presented in 
the forepart of the prospectus a summary of its 
contents and sets forth that information which 
should be included in such summary. 


. Preparation of Registration Statements 
Relating to Interests in Real Estate Limited 
Partnerships. 


Guide 60 sets forth in detail the disclosure, and 
the order of presentation thereof, deemed 
appropriate in prospectuses relating to interests 
in real estate limited partnerships. 


. Statistical 
Companies. 


Disclosure by Bank Holding 


The Commission sought public comment on 
Guide 61 in Securities Act Release No. 6115 
(August 30, 1979) and is now considering the 
comments received. Accordingly, commentator 
need not specifically re-address Guide 61 at 
this time. 


. Disclosure of Projections of Future Economic 
Performance. 


Guides for the Preparation and Filing of Reports and 
Proxy and Registration Statements under the 
Securities Exchange Act of 1934: 


Summary of Operations. 


Guide 1 also is currently being re-evaluated by 
the staff in connection with a separate rule- 
making project and therefore should not be 
included in specific comments. 


Disclosure of Extractive Reserves and Natural 
Gas Supplies. (Same as Securities Act Guide 
28.) 


Statistical Disclosure by Bank Holding 
Companies. (Same as Securities Act Guide 61.) 
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4. Integrated Reports to Shareholders. 


Guide 4 also is being considered and in connec- 
tion with a separate rule-making project and 
therefore should not be addressed in specific 
comments. 


Disclosure of Projections of Future Economic 
Performance. (Same as Securities Act Guide 
62.) 





SECURITIES ACT OF 1933 
Release No. 6164/December 6, 1979 


In the Matter of 


MONROE & LEMANN RETIREMENT PLAN 
1424 Whitney Building 
New Orleans, LA 70130 


(18-61) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTER- 
ESTS OR PARTICIPATIONS IN THE MONROE & 
LEMANN RETIREMENT PLAN 


Monroe & Lemann, a law firm organized as a part- 
nership under Louisiana law, filed an application on 
August 27, 1979, for an exemption from the regis- 
tration requirements of the Securities Act of 1933 
(‘‘Act’’) for interests or participations issued in con- 
nection with the Monroe & Lemann Retirement 
Plan (‘Plan’). 


On November 8, 1979, a notice was issued (Securi- 
ties Act Release No. 6146) of the filing of the appli- 
cation. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 
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The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participants issued in connec- 
tion with the Plan shall not be subject to the require- 
ments of Section 5 of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16348A/December 4, 1979 


Information Required in Solicitation of Proxies 
Other Than by the Issuer; Correction 


ACTION: Final rules; correction. 


SUMMARY: This release corrects FR Doc. 36033 
appearing at page 67107 in the FEDERAL REGIS- 
TER of November 23, 1979. The amendatory para- 
graph on page 67108 should have read as follows: 
Accordingly, 17 CFR Part 240 is amended by delet- 
ing the word “‘duplicate”’ in paragraphs (c)(1), (2), (3) 
and (4) of §240.14a-11 and substituting the word 
‘triplicate’ therefor. 


FOR FURTHER INFORMATION CONTACT: Mary 
A. Binno, Office of Disclosure Policy and Proceed- 
ings, Division of Corporation Finance, Securities 
and Exchange Commission, 500 North Capitol 
Street, Washington, D.C., 20549 (272-2604). 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16387/November 30, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CINCINNATI STOCK EXCHANGE, INC. 


File No. SR-CSE-79-7 


The Cincinnati Stock Exchange, Inc. (‘‘CSE’’) sub- 
mitted on November 20, 1979, a proposed rule 
change under Rule 19b-4 to adopt a set of rules that 
would conform its present rules on arbitration’ to 
the Uniform Arbitration Code (‘‘Code’’),2 which was 
drafted by the Securities Industry Conference on 
Arbibration (‘‘SICA’’).3 





'1For the CSE’s current arbitration rules, see CSE 
Rule 9-1. 


2The Code was published on December 28, 1978, as 
the ‘Second Report of the Securities Industry Con- 
ference on Arbitration to the Securities and 
Exchange Commission.’’ The Commission has not 
formally approved or disapproved the Code, and 
self-regulatory organizations seeking to adopt the 
Code or portions thereof must comply with the rule 
filing procedures of Section 19(b) of the Act and the 
rules and regulations thereunder. 


3SICA was organized on April 5, 1977, pursuant to 
the Commission's stated position that there was a 
need to implement a ‘‘nationwide investor dispute 
resolution system.’’ See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 
FR 23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, Incor- 
porated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the Munici- 
pal Securities Rulemaking Board; the National 
Association of Securities Dealers, Inc.; the Pacific 
Stock Exchange, Incorporated; the Philadelphia 
Stock Exchange, Inc. (all ten of which are self- 
regulatory organizations) as well as the Securities 
Industry Association (a trade association) and three 
public representatives. 
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The stated purpose of this proposal is to provide 
investors with a simply and inexpensive procedure 
for resolution of their controversies with broker- 
dealers. Further, the proposals anticipates that the 
Code will be adopted by other self-regulatory organ- 
izations thereby providing a uniform system of arbi- 
tration throughout the securities industry. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 3, 1979. In order to assist the Commis- 
sion to determine whether to approve the proposed 
rule change or institute proceedings to determine 
whether the proposed rule change should be disap- 
proved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publica- 
tion in the Federal Register. Persons desiring to 
make written comments should file six copies the- 
reof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-CSE-79-7. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating 
to the proposed rule change which are filed with the 
Commmission and any person, other than those 
which may be withheld from the public in accor- 
dance with the provision of 5 U.S.C. §552, will be 
available for inspection and copying at the Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at 
the principal office of the above-mentioned self- 
regulatory organization. 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16388/November 30, 1979 


Delegation of Authority to the Director of the Div- 
ision of Market Regulation. 


ACTION: Final rule. 


SUMMARY: The Commission is announcing an 
amendment to its rules which delegates to the 
Director of the Division of Market Regulation the 
authority to publish notice of and to approve plans 
for allocating regulatory responsibilities filed by 
self-regulatory organizations pursuant to Rule 17d- 
2 (17 CFR 240.17d-2) and amendments thereto. 


EFFECTIVE DATE: Upon publication in the Federal 
Register. 


FOR FURTHER INFORMATION CONTACT: 


Katherine L. Hufnagel 

Division of Market Regulation 
500 North Capitol Street, N.W. 
Washington, D.C. 20049 
(202) 272-2368 


SUPPLEMENTARY INFORMATION: Section 
17(d)(1)(A) of the Securities Exchange Act of 1934 
(the ‘‘Act’’) authorizes the Commission, by rule or 
order, based on specified considerations, to relieve 
self-regulatory organizations of their statutory 
responsibilities with respect to any member which 
belongs to more than one self-regulatory organiza- 
tion (“joint member’). Rule 17d-2, adopted in 
Securities Exchange Release No. 12935 (October 
28, 1976), 41 FR 49093 (1976), to implement Sec- 
tion 17(d), permits self-regulatory organizations to 
file proposals for allocating regulatory responsibili- 
ties for joint members. Under paragraph (c) of that 
rule, the Commission is required to give notice of 
each plan and to provide an opportunity for public 
comment on it. 


Since the adoption of Rule 17d-2, twenty-two plans 
for allocating responsibilities and five plan amend- 
ments have been filed with the Commission. Based 
on its continuing review of these plans, the Com- 
mission anticipates that many of the initial filings 
will require amendment in order to clarify their 
application to particular regulatory functions. In 
addition, the Commission believes that the self- 
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regulatory organizations will, from time to time, 
seek to revise the plans in light of additional expe- 
rience with their operation and developments 
within the regulatory structure. 


In order to expedite publication of the notice of the 
plans and plan amendments and, in appropriate 
cases, approval of them, the Commission has deter- 
mined to amend, pursuant to Sections 2, 17(d) and 
23(a)(1) of the Act and Section 78d-1 of Title 15, 
United States Code, Section 200.30-3 (17 CFR 
200.30-3) of the rules of the Commission, which 
relate to general organization, to delegate to the 
Director of the Division of Market Regulation the 
authority to issue notice of the terms of proposals 
for allocating regulatory responsibilities, both initial 
plans and amendment thereto, and in appropriate 
cases to approve the proposals and amendments. 


The Commission finds, in accordance with 5 U.S.C. 
§553(b)(A) and 5 U.S.C. §553(d) of the Administra- 
tive Procedure Act, that the foregoing action relates 
only to a rule of agency organization, procdure or 
practice and does not relate to a substantive rule. 
Accordingly, the foregoing action becomes effective 
immediately upon publication in the Federal Regis- 
ter. In addition, the Commission finds that there is 
no burden on competition imposed by the foregoing 
action. 


Part 200 of Title 17 of the Code of Federal Regula- 
tion is amended by adding paragraph (a)(34) to 
§200.30-3 as follows: 


§200.30-3 Delegation of authority to Director of 
Division of Market Regulation. 


(a) * & * 


(34) Pursuant to Rule 17d-2 (§240.17d-2 of this 
chapter) to publish notice of plans and plan amend- 
ments filed pursuant to Rule 17d-2 and to approve 
such plans and plan amendments. 


(Sec. 2, Pub. L. 94-29, 89 Stat. 97 (15 U.S.C. 78b); 
Sec. 23, Pub. L. No. 94-29, 89 Stat. 155 (15 U.S.C. 
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78w); Sec. 25, Pub. L. No. 94-29, 89 Stat. 163 (15 
U.S.C. 78d-1); Sec. 31, Pub. L. 94-29, 89 Stat. 137 
(15 U.S.C. 78q). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16389/November 30, 1979 


Program for Allocating Regulatory Responsibilities 
Pursuant To Rule 17d-2 


Notice of Proposed Filing of Amendment to the 
NASD/CSE Plan 


In Securities Exchange Act Release No. 15191 
(September 26, 1978),' the Commission approved, 
on a provisional basis, the plan filed by the National 
Association of Securities Dealers, Inc. (the 
“NASD”") and the Cincinnati Stock Exchange, Inc. 
(the “CSE”’) (together, the ‘‘parties’’) for allocating 
regulatory responsibilities under Rule 17d-2.2 The 
Commission conditioned its further consideration 
of this plan on, among othe things, the filing of 
certain amendments to it. 


The NASD and the CSE have filed an amendment to 
their allocation proposal which will apply to any 
member of the CSE which is now or is in the future 
designated to be inspected for compliance with 





'43 FR 46093. Originally approved for 270 days the 
Commission subsequently extended the period of 
provisional approval until January 1, 1980 in Secur- 
ities Exchange Act Release No. 15941 (June 21, 
1979). 


The Commission had published notice of the terms 
of that plan in Securities Exchange Act Release No. 
14094. (October 25, 1977), 42 FR 57197 (1977). 
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applicable financial responsibility rules (a ‘‘desig- 
nated member’’) by the NASD pursuant to Rule 17d- 
1 (17 CFR 240.17d-1) under the Securities 
Exchange Act of 1934. In brief, the amendment 
provides that the CSE will forward to the NASD any 
complaint pertaining to a designated member 
which it receives. Unless the CSE specifically 
directs otherwise, the NASD will be responsible for 
reviewing the complaint and taking appropriate 
action on it. Under the amendment the NASD will 
also review, in accorance with the NASD’s rules, 
the advertising of the designated member. Finally, 
the amendment would establish a procedure for use 
by the parties resolving any disputes which may 
arise concerning their obligations under the plan. 


In order to assist the Commission in determining 
whether to approve this plan amended as described 
herein and to relieve the CSE of the responsibilities 
which would be assigned to the NASD, interested 
persons are invited to submit written data, views 
and arguments concerning the submission within 
thirty (30) days of the date of publication of this 
notice in the Federal Register. Persons wishing to 
comment should file six (6) copies thereof with the 
Secretary of the Commission, 500 North Capitol 
Street, N.W., Washington, D.C. 20549. Reference 
should be made to File No. 4-273. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16390/November 30, 1979 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(File No. SR-NYSE-79-23) 
On June 21, 1979, the New York Stock Exchange, 


Inc. (the ““NYSE”’) filed with the Commission, pursu- 
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ant to Section 19(b)(1) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’) and Rule 19b-4 (17 CFR 
240.19b-4) thereunder, a proposed rule change 
that would revoke the NYSE’s present arbitration 
rules and adopt the proposed Uniform Code of Arbi- 
tration (the “‘Code’’), which was drafted by the 
Securities Industry Conference on Arbitration (the 
““SICA"’).' Notice of the NYSE’s proposed rule 
change together with its terms of substance was 
given by issuance of a Commission release (Securi- 
ties Exchange Act Release No. 16038 (July 18, 
1979)) and by publication of that release in the 
Federal Register (44 FR 43378 (July 24, 1979)). 


|. Background. 


The SICA was organized in April, 1978, in reponse 
to urgings by the Commission that the securities 
industry develop a dispute resolution system to set- 
tle controversies between customers and broker- 
dealers in a fair, simple, and inexpensive manner 
consistent with the public interest.2 The SICA’s 
membership consists of 10 self-regulatory organi- 
zations, the Securities Industry Assocation, and 
three representatives of the public.® 





'Second Report of the Securities Industry Confer- 
ence on Arbitration to the Securities and Exchange 
Commission (December 28, 1978). 


2See Securities Exchange Act Release No. 13470 
(April 26, 1977), 12 SEC Docket 186 (May 10, 
1977), 42 FR 23892 (May 11, 1977); Securities 
Exchange Act Release No. 12974 (November 15, 
1976), 10SEC Docket 955 (November 30, 1976), 41 
FR 50880 (November 18, 1976); Securities Exchange 
Act Release No. 12528 (June 9, 1976) 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976). 


’The 10 self-regulatory organization members are: 
American Stock Exchange, Inc.; Boston Stock Exchange, 
Inc.; Chicago Board Options Exchange, Inc.; Cincin- 
nati Stock Exchange; Midwest Stock Exchange, Inc.; 
Municipal Securities Rulemaking Board; National 
Association of Securities Dealers, Inc.; NYSE; Pacific 
Stock Exchange, Inc.; and Philadelphia Stock Exchange, 
Inc. 


The three public representatives are lawyers spe- 
cializing in arbitration matters: Peter R. Cella, Jr., 
Mortimer Goodman, and Constantine N. Katsoris. 
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ll. The NYSE Rule Proposal. 


The NYSE’s proposed rule change amends Article 
VIII of its Constitution regarding arbitration, revokes 
its present arbitration rules,‘ and adopts the entire 
proposed Code as new NYSE Rule 600 through 630. 
The proposed rule change also incorporates the 
simplified arbitration procedures drafted by SICA 
and adopted by the NYSE on May 4, 1978,°5 regard- 
ing small claims, not exceeding $2500, which ordi- 
narily are resolved by a single arbitrator.® The pro- 
posed rule change will apply to arbitration of 
disputes between members, allied members, 
member firms, and/or member organizations,’ as 
well as to claims against members raised by custo- 





‘The arbitration rules revoked by the proposal are 
NYSE Rules 480-492B. 


5Securities Exchange Act Release No. 14737 (May 
4, 1978), 14 SEC Docket 985 (May 16, 1978), 43 FR 
20585 (May 12, 1978). Eight other self regulatory 
organizations also have adopted SICA’s proposed 
arbitration procedures for small claims: American 
Stock Exchange, Inc., Securities Exchange Act Release 
No. 14737 (May 4, 1978); 14 SEC Docket 985 (May 
10, 1978), 43 FR 20585 (May 12, 1978); Pacific 
Stock Exchange, Inc. and Chicago Board Options 
Exchange, Inc., Securities Exchange Act Release 
No. 14881 (June 22, 1978), 15 SEC Docket 103 
(July 5, 1978), 43 FR 28278 (June 29, 1978); 
National Association of Securities Dealers, Inc., 
Securities Exchange Act Release No. 14892 (June 
23, 1978), 15 SEC Docket 144 (July 12, 1978), 43 
FR 28597 (June 30, 1978); Philadelphia Stock 
Exchange, Inc., Securities Exchange Act Release 
No. 14896 (June 26, 1978), 15 SEC Docket 146, 
(July 12, 1978), 43 FR 29202 (July 6, 1978); Mid- 
west Stock Exchange, Inc., Securities Exchange Act 
Release No. 15390 (December 8, 1978), 16 SEC 
Docket 425 (December 26, 1978); Municipal Secur- 
ities Rulemaking Board, Securities Exchange Act 
Release No. 15411 (December 13, 1978), 16 SEC 
Docket 425 (December 26, 1978), 43 FR 60681 
(December 28, 1978); and Cincinnati Stock Exchange, 
Securities Exchange Act Release No. 15998 (July 5, 
1979), 17 SEC Docket 1176 (July 17, 1979), 44 FR 
48399 (August 17, 1979). 


®6NYSE Rule 601 (Code, Section 2). 


7Proposed NYSE Rule 631 makes NYSE Rules 600- 
630 (/.e., the Code) applicable to members disputes 
except in so far as they specifically apply to matters 
involving public customers. In addition, the NYSE 
has proposed a new Rule 632, a fee schedule for 
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mers and non-members.® The rule proposal 
requires the appointment of panels of three to five 
arbitrators, the majority of whom must not be from 
the securities industry.°® It also requires that the 
names and affiliations of the arbitrators be commu- 
nicated to the parties at least 8 days before the 
hearing to date’® and affords parties the right to 
modify a proposed panel through one peremptory 
challenge.'' Generally, a proceeding may be 
initiated by filing a statement of claim and an 
agreement to arbitrate with the NYSE." All parties 
to the proceeding have the right to representation 
by counsel" and the right to attend hearings."* Asis 
customary in arbitration proceedings, the rules of 
evidence do not strictly apply.'* No record of the 
proceeding is kept unless requested by a party,'® 
anda decision by a majority of the arbitrators is final 
with no right of review or judicial appeal unless 
otherwise provided by law.'’ 


lll. Commission Findings 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
with the rules and regulations thereunder that are 
applicable to national securities exchanges, and, in 
particular, that it is consistent with the require- 
ments of Section 6(b)(5) of the Act that the rules of 
an exchange be designed to promote just and equit- 
able principles of trade. 





controversies between members that essentially 
follows NYSE Rule 630 (Code, Section 31), which 
contains the proposed fee schedule for customer 
controversies. 

8NYSE Rule 600(a) (Code, Section 1(a)). 

®8NYSE Rule 607 (Code, Section 8). 

‘ONYSE Rule 608 (Code, Section 9). 

"NYSE Rule 609 (Code, Section 10). 

"NYSE Rule 612(a) (Code, Section 13(a)). 

'3NYSE Rule 614 (Code, Section 15). 

“NYSE Rule 615 (Code, Section 16). 

'SNYSE Rule 621 (Code, Section 22). 

'EBNYSE Rule 624 (Code, Section 25). 


YVNYSE Rule 628(b) (Code, Section 29(b)). 
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The Commission believes that this proposal marks a 
substantial improvement over the various arbitra- 
tion procedures currently being utilized by the 
securities industry and represents an important 
step toward establishing a uniform system for 
resolving investor complaints through arbitration. '® 
The Commission urges the remaining self-regulatory 
organization members of SICA to file promptly com- 
parable amendments to their arbitration rules. 


IT IS THEREFORE ORDERED, pursuant to Sectoin 
19(b)(2) of the Act, that the above referenced rule 
change be, and hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








'’The Commission emphasizes, however, that not- 
withstanding the proposed rule change, arbitration 
clauses contained in customers’ agreements that 
purport to bind customers to arbitrate all future dis- 
putes raising claims under the federal securities 
laws cannot be enforced against those customers 
who choose to obtain a judicial determination of 
such claims. See Securities Exchange Act Release 
No. 15984 (July 2, 1979), 17 SEC Docket 1167 (July 
17, 1979), 44 FR 40462 (July 10, 1979). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16391/December 3, 1979 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 708/December 3, 1979 


Administrative Proc. File No. 3-5846 


In the Matter of 


KFB SECURITIES, INC. 
(8-20634) 


EARL DEAN GORDON 
(801-13055) 


KENNETH F. BOULA 
(801-13067) 


ORDER INSTITUTING PROCEEDINGS AND IMPOS- 
ING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
proceedings pursuant to Section 15(b) of the Securi- 
ties Exchange Act of 1934 (Exchange Act) and Sec- 
tion 203(e) of the Investment Advisers Act of 1940 
(Advisers Act) be instituted against: KFB Securities, 
Inc. (KFB Securities), a registered broker-dealer; 
and Earl Dean Gordon (Gordon) and Kenneth F. 
Boula (Boula), registered investment advisers and 
associated persons of KFB Securities.' In anticipa- 
tion of the institution of these proceedings. Respon- 
dents KFB Securities, Gordon, and Boula, without 
admitting or denying the allegations or findings 
herein, have submitted Offers of Settlement 
(Offers) which the Commission has determined to 
accept. Under the terms of their Offers, KFB Secu- 
rities, Gordon, and Boula, solely for the purpose of 
settling and terminating this matter, consent to the 
findings and remedial sanctions as set forth below. 





‘Gordon and Boula each owns 50 percent of the 
outstanding common stock of KFB Securities. 
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Accordingly, IT |S ORDERED that such proceedings 
pursuant to Section 15(b) of the Exchange Act and 
Section 203(e) of the Advisers Act be, and they 
hereby are, instituted. 


On the basis of this Order for Proceedings and the 
Offers of Setlement, it is found that on or about 
November 28, 1979, the United States District 
Court for the Northern District of Illinois, upon the 
consents of Gordon and Boula, issued an order 
permanently enjoining Gordon and Boula from vio- 
lating Sections 5(a), 5(c), and 17(a) of the Securities 
Act of 1933 and Sections 10(b) and 15(a)(1) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder, SEC v. Financial Concepts, Ltd., et al., 
79 C 4968 (N.D. Ill.); and that Gordon and Boula are 
associated persons of KFB Securities. 


In view of the foregoing, it is in the public interest to 
impose the remedial sanctions specified in the 
Offers of Settlement. 


Accordingly, IT IS ORDERED that: 


A. Effective on the second Monday following the 
date of this order, the registration as a broker-dealer 
of KFB Securities, Inc. be, and it hereby is, sus- 
pended for a period of one year; 


B. Effective on the second Monday following the 
date of this order, the registrations as investment 
advisers of Earl Dean Gordon and Kenneth F. Boula 
be, and they hereby are, suspended for a period of 
one year; and 


C. Effective on the second Monday following the 
date of this order, Earl Dean Gordon and Kenneth F. 
Boula be, and they hereby are, suspended from 
being associated with any broker, dealer, or invest- 
ment adviser for a period of one year. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16392/December 3, 1979 


Administrative Proceeding File No. 3-5797 


In the Matter of 


PHILIP A. SCHAEFER 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to the Securities 
Exchange Act of 1934 (“Exchange Act’’),' respond- 
ent Philip A. Schaefer (‘respondent’) has submit- 
ted an offer of settlement which the Commission 
has determined to accept. Solely for the purpose of 
settling these proceedings and without admitting or 
denying the allegations contained in the Order for 
Proceedings, respondent consents to the findings of 
violations and sanctions contained in this Order.? 


On the basis of the Order for Proceedings and the 
offer of settlement, the Commission finds that 
respondent wilfully aided and abetted violations by 
another person of Section 17(a) of the Securities 
Act of 1933 (‘Securities Act’’) and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder in that 
respondent, a registered representative, failed ade- 
quately to monitor the activities of another regis- 
tered representative by neglecting to review trading 
in discretionary accounts in which securities options 
transactions of respondent's customers were effected 
by such other registered representative, and by his 
omission failed to prevent trading inconsistent with 
statements that had been made to such customers 
with regard to the risks and rewards of such trading. 


The respondent in his Offer of Settlement has 
stated that: (1) he was not fully knowledgeable as to 
the highly intricate and sophisticated nature of 
securities options transactions or of the risks atten- 
dant to those transactions; (2) he therefore was 
unable adequately to monitor trading in those 
accounts; (3) when he ultimately became concerned 





‘ln the Matter of Bear, Stearns & Co., et al, 
Exchange Act Releae No. 34-16024. 


?The findings herein are not binding on any other 
respondents named in these proceedings. 
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over the manner in which the accounts were being 
handled, he informed customers of his concerns 
and advised them that he could not monitor their 
securities options accounts, and that they should 
terminate such accounts or continue them with a 
fuller knowledge of the risks. 


The Commission notes that this is the first instance 
in which respondent has been the subject of an 
administrative proceeding by the Commission or by 
any other securities regulatory agency or organization. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of Set- 
tlement. The sanctions specified in this Order shall 
be effective on the second Monday following the 
date of this Order. 


According, IT |S ORDERED, that: 


Respondent be and hereby is censured; shall not 
solicit any securities options transactions for ninety 
days and may thereafter do so only after having 
been examined and certified by appropriate regula- 
tory authorities as qualified to effect options tran- 
sactions; shall not engage in transactions in securi- 
ties options for a period of one year for customer 
accounts in which he is vested with discretionary 
authority, and thereafter shall apply to the Commis- 
sion for its approval before he engages for the first 
time in any such transaction; and shall not act in any 
supervisory capacity in association with any broker 
or dealer, investment adviser, investment company, 
or municipal securities dealer for a period of one 
year, and during such period may be associated only 
in a supervised, non-supervisory capacity. 


By the Commission. 


George A. Fitzsimmons 
’ Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16393/December 3, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGES BY MUNICIPAL SECURI- 
TIES RULEMAKING BOARD 


File No. SR-MSRB-79-12 


The Municipal Securities Rulemaking Board (the 
“MSRB”") submitted on November 29, 1979, pro- 
posed rule changes under Rule 19b-4 (17 CFR 
240.19b-4) to amend MSRB rule A-14 to provide 
that the $100 annual fee currently levied by the 
MSRB shall be paid for each fiscal year of the 
MSRB, rather than on a calendar year basis. The 
proposed rule changes would also modify MSRB 
rule A-15 to reflect the change made in MSRB rule 
A-14. 


The foregoing rule changes have become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule changes, the 
Commission may summarily abrogate such rule 
changes if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
December 10, 1979. In order to assist the Commis- 
sion to determine whether to abrogate the proposed 
rule changes, interested persons are invited to 
submit written data, views and arguments concern- 
ing the submission within 21 days from the date of 
publication in the Federal Register. Persons desir- 
ing to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-79-12. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule changes which are filed 
with the Commission and of all written communi- 
cations relating to the proposed rule changes 
between the Commission and any person, other 
than those which may be withheld from the public 
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in accordance with the provisions of 5 U.S.C. §552, SECURITIES EXCHANGE ACT OF 1934 
will be available for inspection and copying at the Release No. 16397/December 4, 1979 
Commission's Public Reference Room, 1100L Street, 
N.W., Washington, D.C. 

In the Matter of 


For the Commission, by the Division of Market Reg- 
ulation pursuant to delegated authority. FIRST LIBERTY CORPORATION 


File No. 81-587 

George A. Fitzsimmons 

Secretary 
ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 





The Securities and Exchange Commission issued 
an order granting the application of First Liberty 

SECURITIES EXCHANGE ACT OF 1934 Corporation pursuant to Section 1 2(h) of the Securi- 

Release No. 16395/December 3, 1979 ties Exchange Act of 1934, as amended (the "1934 
Act’’), for an exemption from the quarterly reporting 
requirements of Sections 13 and 15(d) of the 1934 

Orders have been issued granting the applications Act. 

of the following companies to withdraw their com- 

mon stock from listing and registration on the Amer- 

ican Stock Exhange, Inc.: The Presley Companies The matter having been considered, it is found that 

(Par Value $.1875) and R B Industries, Inc. (Par the requested exemption is appropriate, in the pub- 

Value $1.00). lic interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 16396/December 4, 1979 


SECURITIES EXCHANGE ACT OF 1934 


: : soayes Release No. 16398/December 4, 1979 
An order has been issued granting the application of 


the American Stock Exchange, Inc. to strike the 
common stock (Par Value $1.00) of NOVO CORPO- 


oo ; : In the Matter of 
RATION from listing & registration thereon. 


VENICE INDUSTRIES INC. 





File No. 81-594 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTON 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued 
an order granting the application of Venice Indus- 
tries Inc., pursuant to Section 12(h) of the Securities @ 
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Exchange Act of 1934, as amended (the “1934 
Act’’), for an exemption from the reporting require- 
& ments of Sections 13 and 15(d) of the 1934 Act. 


On October 30, 1979, a notice was issued on the 
filing of said application giving interested persons 
an opportunity to request a hearing and stating that 
an order granting the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the pub- 
lic interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16399/November 26, 1979 


SECURITIES AND EXCHANGE COMMISSION 


ACTION: Publication of Statement Concerning Com- 
mission Consumer Affairs Activities. 


SUMMARY: The Securities and Exchange Commis- 
sion is issuing this release to inform the public of 
the nature, scope, and future direction of its consu- 
mer affairs program. The release discusses five 
elements of the Commission’s program—the Com- 
mission's efforts to institutionalize the consumer 
perspective, the Commission’s mechanisms for con- 
sumer participation in Commission decision- 
making, the Commission’s dissemination of infor- 
mational materials concerning its work, the Com- 
mission's program to educate and train its staff with 
respect to consumer interests, and the Commis- 
sion’s investor complaint handling procedures. In 
addition, the Commission is soliciting public com- 
ment concerning the effectiveness of its existing 
consumer affairs efforts and the specific points 
covered in this release. 


DATE: Comments must be received by March 3, 
1980. 
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ADDRESS: Comments should be addressed to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capito! Street, 
Washington, D.C. 20549, in triplicate and refer to 
File No. 4-228. 


FOR FURTHER INFORMATION CONTACT: Ann C. 
Standsbury, 202-523-3952. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission is issuing this release to 
advise the public of the nature, scope, and future 
direction of its consumer affairs programs.* The 
Commission has long been sensitive to the need to 
take the views of individual investors into account in 
its decision-making process and to be responsive to 
their needs and viewpoints. In May 1976, the Com- 
mission established its Office of Consumer Affairs 
to institutionalize within the Commission responsi- 
bility for matters affecting the interests of individual 
investors. Because the Office has now been in 
existence for a significant length of time, the Com- 
mission believes it appropriate to obtain the views 
of the investing public concerning its operations. 


Moreover, on September 26, 1979, President Car- 
ter issued Executive Order No. 12160 entitled ‘’Pro- 
viding for Enhancement and Coordination of Fed- 
eral Consumer Programs.” That order, which is not 
binding on the independent regulatory agencies like 
the Commission, directs the executive agencies to 
implement consumer affairs programs, similar to 
the Commission's existing consumer affairs activi- 
ties. While the Commission is not subject to the 
executive order, it has elected to respond to the 
objectives of the President's directive by publishing 
this release concerning the Commission's existing 
program. 


Executive Order No. 12160 asks that the agencies 
subject thereto promulgate a “draft consumer pro- 
gram” in the Federal Register. \n order to assist the 
public in comparing the Commission's program 
with those now required of the executive agencies, 
the Commission has set forth below a description of 
its program under the same five headings—consumer 
affairs perspective, consumer participation, infor- 
mational materials, education and training, and 
complaint handling—as are mandatory for these 
agencies subject to the Executive Order. 





*In the context of the Commission’s activities, the 
word ‘‘consumer”’ is used to refer to individual 
investors. 
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|. Consumer Affairs Perspective 


Information about the needs and interests of indi- 
vidual investors is important to the Commission's 
decisionmaking and to the fulfillment of its statutory 
purposes. In order to enhance its awareness of and 
responsiveness to such needs and interests, the 
Commission in May of 1976 established an Ofice of 
Consumer Affairs (““OCA"). OCA is responsible for 
processing complaints, as well as representation of 
the interests of individual investors as a class in 
matters before the Commission. For administrative 
purposes OCA is among those offices which report 
to the Executive Director, as reflected on the organi- 
zation chart. The OCA, however, has independent 
program responsibility and may submit its views 
and recommendations directly to the Commission 
without prior review by any intermediate program 
manager. The Commission’s OCA staff includes 
attorneys, consumer affairs specialists, and support 
staff. 


OCA is apprised of opportunities for participation in 
policy and program development through regular 
contact with the staff members of other offices and 
divisions. OCA routinely receives copies of items 
scheduled for Commission consideration, which 
are reviewed for the potential effect on individual 
investors of proposed Commission action. OCA may 
then formulate its position on such matters and 
make recommendations accordingly. 


OCA may participate at every level of agency deci- 
sionmaking. Such participation may be through in- 
formal discussion, exchange of memoranda, mem- 
bership on agency task forces and working groups 
where appropriate, meetings with Commission mem- 
bers and their staffs, and memoranda to the Com- 
mission. Memoranda submitted to the Commission 
by OCA are considered together with those of other 
offices in decisionmaking. The staff of OCA is auth- 
orized to participate in Commission meetings in 
order to present recommendations and to articulate 
its views on matters before the Commission. 


In addition to participating in policy and program 
development, OCAhas primary responsibility within 
the Commission for responding to investor com- 
plaints and inquiries. OCA uses material obtained 
primarily from analysis of complaints to carry out its 
role of advising the Commission and staff about the 
concerns and interests of investors. Other offices, 
including the regional offices of the Commission, 
have staff members who respond to investor com- 
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plaints and inquiries, and OCA frequently refers 
complaints to staff members who are most familiar 
with the subjects of complaints. OCA is, however, 
responsible for overall coordination of the Commis- 
sion’s complaint processing program. 


ll. Consumer Participation 


Investors may participate in Commission decision- 
making through the regular public comment pro- 
cess. Comment may be solicited through advance 
notices of proposed rulemaking, proposed rules and 
announcements of applications, in accordance with 
the Administrative Procedures Act. In addition, pub- 
lic hearings occasionally are held at various loca- 
tions throughout the country in order to obtain a 
broad range of viewpoints on subjects of Commis- 
sion rulemaking. 


Participation in decisionmaking by individual inves- 
tors also may take place indirectly through the 
Office of Consumer Affairs, which considers letters 
from the public to be valuable sources of informa- 
tion about investor interests and needs. Participa- 
tion by OCA in staff discussions can result in 
representation of investor interests at earlier stages 
of decisionmaking than the public comment periods. 


Inthe releases announcing final actions on matters 
for which public comment has been sought, the 
Commission undertakes to respond to all comments 
received, including those from individual investors. 
In this connection, the Commission may ask OCA to 
prepare separate analyses of investor comments for 
Commission consideration, as appropriate. 


The Commission, through its OCA and Office of 
Public Affairs, strives to provide meaningful infor- 
mation to individual investors about opportunities 
for participation in agency decisionmaking for the 
purpose of soliciting the views of those persons who 
may be affected by the implementation of Commis- 
sion proposals. 


In general, the Commission has an ongoing system 
for informing the press about Commission actions, 
including those matters for which comment is 
solicited. The Commission provides information toa 
broad range of publications, as well as the boadcast 
media, which may be more accessible to individual 
investors than the Federal Register. 
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In addition, the Commission has a system for 
mailing proposals to interested persons to encourage 
submission of comments for inclusion in the public 
record. The Commission is interested in receiving 
comments and suggestions from the public regard- 
ing ways in which the Commission might communi- 
cate more effectively with and obtain the views of 
individual investors regarding Commission proposals. 


lll. Information Materials 


The Commission recognizes that individual inves- 
tors must be informed about the functions and 
responsibilities of the Commission inorder to respond 
to proposed agency actions. In addition, the Com- 
mission believes that investors should be better 
informed about the services offered by the Commis- 
sion, particularly the complaint handling functions 
of OCA. 


The Commission has published several brochures 
and audiovisual materials to educate investors 
about aspects of the market place, the work of the 
Commission, and types of fraudulent schemes of 
which investors ought to be aware. 


The Commission plans to revise and upgrade its 
informational materials for the public to include 
more practical advice and information. With respect 
to services offered by the Commission, the Com- 
mission plans to update its booklet The Work of the 
SEC to include additional information about its ser- 
vices, including public information and complaint 
handling. In addition a separate pamphlet will be 
published to explain the Commission's procedures 
for handling complaints and the type and degree of 
assistance that can be rendered to individuals. 


Pamphlets will be distributed by the Commission’s 
staff upon request and through the Federal Informa- 
tion Center in Pueblo, Colorado. 


The Commission also furnishes materials to the 
press from time to time for the purpose of educating 
investors, and also to inform investors about pend- 
ing Commission rulemaking procedures, in an effort 
to enhance investor participation in such pro- 
ceedings. 


With respect to information about matters to be 
considered at public Commission meetings, the 
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office responsible for an agenda item currently 
submits a clear, concise summary to the Office of 
the Secretary prior to the Commission meeting at 
which the item will be considered. The Secretary is 
responsible for making these summaries available 
to members of the public who attend public meet- 
ings, at the entrance to the meeting room. The sum- 
maries are required to be easily comprehensible, 
listing the issues expected to be considered by 
the Commission during the course of the discus- 
sion. An announcement is made at the opening of 
each public meeting that the summaries are 
available. 


IV. Education and Training 


The Commission's OCA is responsible for educating 
other Commission staff members about the Order 
and the Commission’s consumer program. For exam- 
ple, OCA will participate in orientation programs for 
new personnel, for the purpose of explaining the 
purposes and role of OCA in the work of the Com- 
mission. In addition, information about the Order 
and programs concerned with individual investors 
will be circulated to Commission members and 
senior Commission staff members by memorandum. 


Consumer affairs personnel assigned to OCA cur- 
rently receive on-the-job training by responding to 
investor complaints of increasing degrees of diffi- 
culty. In addition, they are encourage to participate 
in training programs on technical subjects both 
within and outside the Commission in order to pro- 
vide more informative responses to investor inquir- 
ies and complaints. Selection of consumer affairs 
personnel for participation in such training pro- 
grams is based primarily on budget. 


V. Complaint Handling 


The Commission views investor complaints as an 
important souce of information about investor con- 
cerns and about possible violations of the federal 
securities laws. The Commission therefore seeks to 
heighten public awareness of the Commission's 
complaint handling facilities in a number of ways. 
For example, the Commission has a number of edu- 
cational brochures for public distribution. Each bro- 
chure contains a list of regional and branch offices 
of the Commission, including the addresses, tele- 
phone numbers and states covered by each regional 
office. The brochures also provide the address and 
telephone numbers of the Commission’s OCA and 
Office of Public Affairs. 
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From time to time the Commission issues releases 
regarding securities industry practices that may be 
harmful to investors. At the end of each such 
release, we advise the public to contact OCA if they 
have any inquiries or complaints, giving the address 
of the office. See, for example, Securities Exchange 
Act Release No. 15194 (September 28, 1978) [43 
FR 46397] regarding certain practices of broker- 
dealers. 


In addition, writers of financial columns sometimes 
advise investors with inquiries and complaints to 
contact the Commission's OCA. Any informational 
materials on topics of interest to individual inves- 
tors which are distributed to the press will include 
the address of the Commission's OCA, to which 
complaints and inquiries may be addressed. 


OCA's procedures for complaint processing are as 
follows: OCA requests that most complaints be in 
writing and be sent directly to OCA. OCA’s system 
for logging in complaints and inquiries in standard 
format, including telephone complaints, is compu- 
terized. Each complaint or inquiry is assigned its 
own unique number and certain information is 
extracted from each complaint or inquiry for reten- 
tion in the computer. The information includes the 
name of the complainant, the name of the entity 
involved, the type of complaint and the dates of 
correspondence. 


Certain complaints received by OCA are forwarded 
to other offices, divisions or regional or branch offi- 
ces of the Commission for investigation and analy- 
sis where appropriate. OCA has a system for track- 
ing all complaints handled by the office and for- 
warded to other divisions and offices, including 
regional and branch offices, for responses. This 
system advises the receiving office of an expected 
due date (generally two to three weeks from the 
date of referral). A monthly computer printout ad- 
vises the receiving office of all outstanding com- 
plaints. 


OCA has a format for acknowledging complaints 
and inquiries which are forwarded to another office 
or division, including regional and branch offices, 
for responses. In most cases acknowledgements 
are sent within 5 days from the receipt of a com- 
plaint or inquiry. Acknowledgements are signed by 
a senior OCA staff member. 


OCA has a format for responding to complaints and 
inquiries which it handles. In general, it is OCA’s 
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goal to handle such correspondence within three 
weeks from the date received. In those matters in 
which a report is requested from the entity involved, 
OCA requests an expected date of return from the 
entity and, if it is not obliged, OCA sends follow-up 
requests. Responses are signed by either the per- 
son handling the complaint or a senior OCA staff 
member. OCA receives monthly computer reports 
of statistics on complaints and inquiries, which are 
used for agency policymaking. Such reports reflect 
the number and types of complaints received against 
anentity. Other computer reports also are available 
to the staff. 


OCA reports to the Chairman and division directors 
regarding the number and types of complaints 
received involving registered entities, and the patt- 
ern and policy implications of such complaints. 


OCA has an ongoing program for assessing its own 
procedures. OCA has performed two surveys in the 
past year to determine if complainants were satis- 
fied or not sastisfied with the promptness and qual- 
ity of handling of their complaints. We plan to con- 
tinue these surveys in the future. OCA can also 
evaluate the promptness of agency responses from 
its computer system for complaint handling. Certain 
computer reports reflect the number of days between 
the date on which a letter is received and the date on 
which a matter is closed. In addition, the system has 
a code for ‘’thank you” letters, which are letters 
from correspondents indicating that their complaint 
has been satisfactorily resolved by us on their 
behalf. 


The Commission's complaint handling system was 
evaluated in 1975 and reevaluated in 1978 by 
Technical Assistance Research Programs, Inc. (TARP) 
contracted by the United States Office of Consumer 
Affairs. In 1978, the Commission received an excel- 
lent rating on all categories involved in this study. 


Oversight 


The Director of the Commission’s OCA reports to 
the Commission through the Executive Director, as 
described in Part |. The Director is compensated at 
the GS-14/15 level. The Director is responsible for 
coordination of all consumer affairs functions within 
the agency, including complaint handling and repre- 
sentation of consumer interests in development of 
agency programs. The Director interacts with other 
senior level staff members to see that the interests 
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of individual investors are adequately considered in 
decision making. 


Conclusion 


The Commission is publishing information about its 
consumer affairs program in order to increase pub- 
lic awareness and understanding of the Commis- 
sion’s responsibilities and services. The Commis- 
sion invites public comment on the operation and 
structure of its program. In particular, the Commis- 
sion is interested in receiving suggestions for ways 
in which to encourage the submission of views by 
interested individual investors regarding those items 
on which public comment is solicited. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16400/December 4, 1979 


In the Matter of 


THE ANACONDA COMPANY 
New York, New York 


(81-256) 


ORDER WITHDRAWING APPLICATION AND DIS- 
MISSING PROCEEDINGS 


The Anaconda Company filed an application pursu- 
ant to Section 12(h) of the Securities Exchange Act 
for an exemption from the provisions of Section 13 
and 15(d) of that Act. In the light of recent amend- 
ments to reporting requirements,' Anaconda and 





'See Securities Exchange Act Release No. 16327 
(November 8, 1979), 18 SEC Docket 878. 


Volume 18, No. 18, December 18, 1979 


the Division of Corporation Finance now request 
that Anaconda’s application be withdrawn, and that 
these proceedings be dismissed without prejudice. 
Applicant has undertaken to file the periodic reports 
required by Section 13 of the Act. 


Accordingly, IT 1S ORDERED that the application 
filed by The Anaconda Company be, and it hereby is, 
withdrawn, and that these proceedings be, and they 
hereby are, dismissed without prejudice. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16401/December 4, 1979 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-79-16) 


ORDER APPROVING PROPOSED RULE CHANGE 


On October 18, 1979, the American Stock Exchange, 
Inc. (““Amex’’) filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the ‘“Act’’) and Rule 
19b-4 thereunder, copies of a proposed rule change 
to amend Articles IV, V, IX, and XIll of athe Amex 
Constitution to increase (i) the Gratuity Fund benef- 
its provided for families of deceased, regular Amex 
members from $15,000 to $75,000; (ii) member 
contributions to the Fund from $25 to $115; and (iii) 
the minimum size of the Fund from $30,000 to 
$150,000. In addition, the proposal provides, with 
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respect to leased memberships, that the lessor 
rather than the lessee be the Gratuity Fund partici- 
pant. Lastly, the proposal includes certain related 
amendments to the Amex Membership Lease Plan. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule change 
was given by publication of a Commisison Release 
(Securities Exchange Act Release No. 16298, 

October 26, 1979) and by publication in the Federa/ 
Register (44 FR 62977, November 1, 1979).' No 
comments were received. All written statements 
with respect to the proposed rule change which 
were filed with the Commission and all written 
communications relating to the proposed rule 

change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be with- 
held from the public in accordance with the provi- 
sions of 5 U.S.C. §552) were made available to the 
public at the Commission's Public Reference Room. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regula- 
tions thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned pro- 
posed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market Reg- 
ulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








‘On October 26, 1979, the Amex amended the orig- 
inal rule filing to indicate that the Amex member- 
ship voted approval of the proposed constitutional 
amendments on October 25, 1979. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16402/December 5, 1979 


THOMSON INDUSTRIES LIMITED 
(81-588) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has 
issued an order granting the application of Thomson 
Industries Limited, an Ontario, Canada corporation, 
for an exemption from the reporting requirements 
of Sections 13 and 15(d) of the Securities Exchange 
Act of 1934. It appears to the Commission that the 
requested exemption is not inconsistent with the 
public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16403/December 5, 1979 


In the Matter of 


ALANTHUS CORPORATION 


File No. 81-493 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Alanthus Cor- 
poration pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, as amended (the ‘1934 
Act’’), for an exemption from the reporting require- 
ments of Sections 13 and 15(d) of the 1934 Act. 


The matter having been considered, it was found 
that the requested exemption is appropriate, in the 
public interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16404/December 5, 1979 


In the Matter of 


EXPEDITER SYSTEMS, INC. 


File No. 81-577 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order exempting Expediter Systems, Inc. (‘‘Appli- 
cant’’) from the periodic reporting requirements 
under Section 15(d) of the Securities Exchange Act 
of 1934. 


It appears to the Commission that the exemption is 
not inconsistent with the public interest or the 
protection of investors, and that no significant 
benefit will accrue to investors or the public if Appli- 
cant is required to file the subject reports. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16405/December 5, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6163/December 5, 1979 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16406/December 5, 1979 


SECURITIES TRANSACTIONS SUBJECT TO SEC- 
TION 11(a) OF THE SECURITIES EXCHANGE ACT 
OF 1934 


ACTION: Publication of survey data and solication 
of comments. 


FOR FURTHER INFORMATION CONTACT: 


Joseph A. Meiburger 
Directorate of Economic and Policy Research 
(202-523-5497) 


or 


Arnold Y. Dean 
Division of Market Regulation 
(202-272-2838) 


Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 


INTRODUCTION: 


On January 11, 1979, the Commission approved 
the mailing of a voluntary survey (the ‘‘Survey’’) to 
all 636 national securities exchange member firms 
that deal with the public. The Survey was designed 
to measure the impact of Section 1 1(a) of the Secur- 
ities Exchange Act of 1934 (the ‘’Act’’)' upon those 
members who provide money management or ex- 
change brokerage services to institutional accounts 
over which they exercise investment discretion 





‘Subject to various statutory exemptions and others 
created by Commission rules, Section 11(a) of the 
Act makes it unlawful for a member of a national 
securities exchange to effect any transaction on 
that exchange for: (i) its own account, (ii) the 
account of a person associated with that member, 
or (iii) an account as to which the member or 
an associated person of the member exercises in- 
vestment discretion (collectively referred to as 
“covered acccunts’’). The Section became fully 
effective on February 1, 1979. 
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(‘Discretionary Institutional Accounts’’).? The Sur- 
vey was designed and analyzed by the Commis- 
sion's Directorate of Economic and Policy Research 
and Division of Market Regulation and elicited 
information regarding the nature and extent of such 
services, the problems that Section 1 1(a) has created 
for member firms, and the remedial steps that these 
firms have taken or are proposing to take with 
respect to these problems. In particular, the Com- 
mission believed the responses to the Survey would 
help it to determine whether Temporary Rule 1 1a2- 
2(T) (the “effect versus execute” rule) provides a 
solution to some of these problems. Approximately 
two-thirds, or 428, of the exchange members sur- 
veyed responded to the Survey.® 


|. Background 


The Commission has consistently interpreted the 
term “effect,” for purposes of Section 11(a), to 
include both (i) transactions executed directly on the 
exchange by a member and (ii) transactions exe- 
cuted indirectly through another member.‘ Never- 
theless, the Commission concluded in 1978 that 
implementation of Section 11(a) might have unin- 
tended and undesirable effects in light of significant 
developments in the securities markets that had 
occurred since the enactment of that Section as part 
of the Securities Acts Amendments of 1975.5 One 





2The instruction accompanying the Survey defined 
an institutional account as any account other than 
(i) a natural person account or (ii) a proprietary ac- 
count of the exchange member or member firm or a 
proprietary account of an associated person of the 
exchange member or member firm. A Discretionary 
Institutional Account is defined in the instructions 
as an institutional account with respect to which 
the exchange member or member firm or an 
associated person of the exchange member or 
member firm exercises investment discretion. 


8The Securities Industry Association (the ‘’SIA’’) 
provided useful support for the Survey by encourag- 
ing its members to respond. 


4See Securities Exchange Act Release Nos. 12055 
(Jan. 27, 1976), 41 FR 8075 (Feb. 24, 1976); 13388 
(Mar. 8, 1977), 42 FR 16845 (Mar. 29, 1977); and 
14563 (Mar. 14, 1978), 43 FR 11542 (Mar. 17, 
1978) (the “March 1978 Release’”’). 


5See Letters from Harold M. Williams to Walter F. 


Mondale, Thomas P. O'Neill, Jr., Harley O. Staggers, 
and Harrison A. Williams (Feb. 22, 1978); and 
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of the Commission’s concerns was that Section 
11(a) would place exchange members, particularly 
regional and smaller members, at a competitive dis- 
advantage, leading to greater concentration in the 
securities industry and a reduction in the general 
availability of money management services to insti- 
tutional accounts, particularly those smaller institu- 
tional accounts which regional and smaller members 
have traditionally served.® 


In response to this and other concerns, the Com- 
mission adopted the “effect versus execute” rule on 
a temporary basis in March 1978.’ The rule is de- 
signed to place exchange members and non- 
members on the same footing in connection with 
the execution of orders to which Section 11(a) ap- 
plies. To qualify under the rule, an order for a 
covered account must be transmitted from off the 
exchange floor and neither the exchange member 
sending the order nor any associated person of that 
member may participate in the execution of the 
transaction after the order has been so trans- 
mitted. Moreover, the rule’s ‘contract out”’ clause, 
Temporary Rule 11a2-2(T)(a)(2)(iv), permits account 
fiduciaries to select the method of payment that 
best suits the interests of account beneficiaries.® 





Memorandum of the Securities and Exchange Com- 
mission in Support of its Recommendation that the 
Congress Delay the Full Effectiveness of Section 
11(a) until November 1, 1979 (""SEC Memorandum’). 


®See SEC Memorandum, p. 7-8. 


7See the March 1978 Release, which also contains 
a summary of the then current debate over the 
scope of the term “‘effect,”’ a short history of the 
“effect versus execute” rule, anda description of its 
operation. 


8As the Commission stated in the March 1978 
Release: 


There are likely to be circumstances in 
which those authorized to transact busi- 
ness for discretionary accounts may find it 
more costly, or otherwise not in the best 
interests of the account, to pay separately 
for money management and brokerage. In 
some cases, the payment of transaction- 
related fees as an offset to, or perhaps even 
a substitute for, management fees com- 
puted solely for, management fees com- 
puted solely on an asset-related basis may 
better suit the investment needs of those 
accounts. Those accounts are in the best 
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At the time the Commission adopted the rule it 
stated that it did not have sufficient data to measure 
the anticipated anticompetitive effects of Section 
11(a) on regional and smaller exchange member 
firms.° Accordingly, it initiated the Survey in order to 
measure certain of those impacts. 


ll. Overview of the Survey Results 


The Survey responses came from all segments of 
the industry in proporations roughly equal to their 
representation in the original mailing, as Table 1 
indicates.'° The results of the Survey reveal the 
extent to which respondents continue to manage 
institutional accounts, the size and characteristics 
of the respondents’ institutional money 
management business, and the degree to which re- 
spondents rely on the “effect versus execute” rule. 


Eighty-four of the 428 respondents indicated in 
response to Question 1 (See Table 2) that they have 
provided exchange brokerage services to Discre- 
tionary Institutional Accounts at some point since 
1973. Seventy-eight firms continued to manage 
assets in Discretionary Institutional Accounts after 
the implementation of Section 1 1(a), but 13 of these 
firms have stopped providing exchange brokerage 
services to these accounts. Thus, Section 11(a) 
directly affects the remaining 65 respondents with 
regard to their provision of exchange brokerage ser- 
vices to Discretionary Institutional Accounts. The 
statistical base for the analysis of the Survey con- 
sists of 61 firms that provided usable asset and 
revenue data. 


Certain information that was generated by the Sur- 
vey and that is confidential and not presented in the 
tables, is summarized below in an aggregate fashion. 





Footnote 8—Continued 


position to judge whether the arrangements 
made with their account managers are suit- 
able to their investment needs and whether 
the performance of those account manag- 
ers measures up to their needs and 
expectations. 


®°See also SEC Memorandum at n. 14. 


‘Tabulations of the survey data are located at the 
end of this release. 
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Twenty of the 61 respondents that provided asset 
and revenue data accounted for $8.6 million of the 
$9.5 million in aggregate commissions earned from 
Discretionary Institutional Accounts in 1978. Thir- 
teen firms derive approximately 5% or more of their 
gross revenue from the management of Discretion- 
ary Institutional Accounts. One of these 13 is a 
regional broker-dealer. All but one of these firms 
are also among the 20 respondents that account for 
most of this revenue in the industry. As is true of the 
industry generally, the firms with the smaller 
accounts among the 13 are more dependent on 
commission revenue. As as group, these 13 firms 
derive 13% of their gross revenue from the man- 
agement of Discretionary Institutional Accounts. 
Eighty-five percent of this management compensa- 
tion is in the form of asset-based management fees. 


Four of the largest of these 13 firms derive 89% or 
more of the revenue they earn from the manage- 
ment of Discretionary Institutional Accounts in the 
form of asset-based fees. Each of these four derive 
less than 1.8% of their gross revenue from commis- 
sions affected by Section 11(a). The nine smaller 
firms each derive up to 76% of the revenue they 
earn from the management of Discretionary Institu- 
tional Accounts in the form of asset-based fees. For 
each of them, the commission portion of this man- 
agement compensation represents between 4.4% 
and 28.6% of their gross revenue. 


Sixty-one of the 65 firms that continue to provide 
exchange brokerage services to Discretionary Insti- 
tutional Accounts indicated that they had made use 
of the “contract out”’ provision of the ‘effect versus 
execute” rule or planned to do so in the future. The 
other four indicated that they had taken advantage 
of the effect versus execute” rule but not the ‘’con- 
tract out” provision. 


The remaining firms indicated that they have taken 
one or more of the following steps in light of Section 
11(a): (i) dropping exchange memberships, (ii) no 
longer providing exchange brokerage services and 
foregoing the related commision revenue, (iii) giving 
up discretionary authority and foregoing manage- 
ment fees, and (iv) ceasing to manage Discretionary 
Institutional Accounts. 


In addition to the specific question on the impact of 
Section 11(a), with and without the “effect versus 
execute” rule, the Survey questionnaire afforded 
brokers an opportunity to comment generally on the 
Section and the rule; many took advantage of the 
opportunity. They expressed extensive support for 
the “effect versus execute” rule although they also 
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pointed out the regulatory burden and costs of 
compliance. 


Comments are solicited from interested persons 
regarding the data generated by the Survey, the 
validity of the results and conclusions which the 
Survey data may support with regard to the impact 
of Section 11(a)on exchange members that provide 
money management or exchange brokerage servi- 
ces to Discretionary Institutional Accounts. 


DATE: Comments should be received by: February 
1, 1980. 


ADDRESSES: Interested persons should submit 
six copies of their views and comments to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washing- 
ton, D.C. 20549, and should refer to File No. S7- 
613. All submissions will be made available for 
public inspection at the Commission's Public 
Reference Section, Room 6101, 1100 L Street, 
N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Table 1 


SURVEY RESPONSE BY TYPE OF 


BROKERAGE FIRM* 








Firms 
in Survey 


Firms Proportion of 
Responding Respondents 
With Money With Money 
Firms Managenent Management 
Responding Business Business 





NYSE Member Firms 





Regional NYSE Members 

New: York City Retail Firms 
National Full Line Firms 
Institutional Firms 


Other Classified NYSE 
Members 


Unclassified NYSE Members** 


NYSE Members 





15.0% 
3.5 
1.2 
2.3 


8.4 


25.9 





NYSE Total 


NYSE Members Firms 





Regional Exchange Members 





56.3% 


All Brokers 





56% 
44% 





Total 


100% 


The categories of brokers used in this analysis were developed by the staffs 
of the Commission and the SIA. The categories were used in the Commission's 
series of Reports to Congress on the Effect of the Absence of Fixed Rates of 





Commissions, and most recently, in the Staff Report on the Securities Industry 





in 1978. The categories provide a useful analytical framework for examining 
how Commission actions affect different segments of the broker-dealer community. 


The categories are mutually exclusive. 


** Includes some AMEX members. 
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Table 2 


MEMBERS PROVIDING EXCHANGE BROKERAGE SERVICES 
TO DISCRETIONARY INSTITUTIONAL ACCOUNTS 








Question l No 
No Response Total 





la. At any time during the period 
January 1, 1974 to January 31, 
1979, did your firm or any 
Affiliate of your firm have any 
Discretionary Institutional 
Accounts for which your firm 
or any Affiliate of your firm 
provided Exchange Brokerage 
Services? 


Does your firm or any Affiliate 
of your firm currently have any 
Discretionary Institutional 
Accounts for which your firm 

or any Affiliate of your firm 
provides Exchange Brokerage 
Services? 


If your firm or any Affiliate 

of your firm did provide Exchange 
Brokerage Services to Discretionary 
Institutional Accounts at any time 
following January 1, 1974, but dis- 
continued them prior to February l, 
1979, when were these services 
discontinued? 


Year Discontinued 





1974 
1975 
1976 
1977 
1978 
1979 
No Date 
Total 
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MANAGEMENT OF DISCRETIONARY INSTITUTIONAL 
ACCOUNTS BY TYPE OF FIRM 








Revenue 
Assets Number of from 
Managed Accounts Accounts 


NYSE Member Firms 





Regional NYSE Members 

New York City Retail Firms 

National Full Line Firms 

Institutional Firms 

Other Classified NYSE 
Members 

Unclassified NYSE Members 


Regional Exchange Brokers 
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Table 4 


DISCRETIONARY INSTITUTIONAL ASSETS AND REVENUE BY CATEGORY OF BROKER 
1978 Data 





Total 
Fees Account Revenue 
assets Account as Percent as Percent of 
Managed Size Commissions Fees Total of Total Gross Revenue* 
(Millions of Dollars) (Thousands of Dollars) 


Size of Accounts Revenue Derived from Accounts 
Total Average 











NYSE Member Firms 


Regional NYSE Members $ 234.4 $28 625 960 $ 1,585 
3,239 3,763 
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New York City Retail Firms 1,970.9 
National Full Line Firms 3,021.6 8,569 10,080 
Institutional Firms 5,428.4 16,446 17,208 


Other Classified NYSE Members 266.0 676 1,201 


Unclassified NYSE Members 5,510.2 14,330 19,680 


Regional Exchange Brokers 





Brokers engaged in general 
securities business 39.7 89 


Brokers Affiliated with 


Money Managers 6,116.0 18,860 


Total $ 22,587.2 $ 69,766 


* The revenue derived from discretionary institutional accounts is taken from the money management survey 
schedule and includes management fees generated by the investment advisors affiliated with these brokers. 
Total revenue, however, reflects only the operations of the registered broker-dealer, as reported on the 
FOCUS Report. In the case of the Regional Exchange Brokers affiliated with money managers, revenues of 
the money management operations dwarf the unconsolidated operations of the affiliated registered broker- 


dealers. 
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Table 5 


TYPE OF DISCRETIONARY INSTITUTIONAL ACCOUNT BY CATEGORY OF BROKER 





1978 Data 


2YPE OF ACCOUNT 





Invest- 
Employee ment 2 
Benefit Compa- Corporate 
Plans nies Accounts 


Other 
Investment 
and Trading Endow= Foun- 
Partnerships ments dations Others Total 





NYSE Member Firms 





Regional NYSE Members 
New York City Retail 

Firms 
National Full Line 

Firms 

Institutional Pirms 
Other Classified 

NYSE Members 
Unclassified NYSE 

Members 561 


ional Exchange 
ers 1,494 


3,081 


* Seventy-nine of the 84 respondents reported information on type of account. 
Pive brokers who left the business before 1978 reported no accaunts. 
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Table 6 


FINANCIAL IMPACT OF FULL IMPLEMENTATION 
OF SECTION ll(a) 








Question 2. What kind of financial impact will the full 
implementation of Section 1l1l(a) on February l, 
1979 have on your business? 





a. Section ll(a) without the "Effect versus Execute" 
rule (Temporary Rule 1la2-2(T)): 


Without the 
"Effect vs. Execute Rule" 
Responses Percent 





Major negative impact ll 
Significant negative impact 26 
Minimal negative impact 27 
No impact 7 
2 
1 
1 
5 
2 


Minimal positive impact 
Significant positive impact 
Major positive impact 
Unknown 

No Response 


Totals 84 


b. Section ll(a) if the "Effect versus Execute" rule 
is adopted permanently: 


With the 
"Effect vs. Execute Rule" 
Responses Percent 





Major negative impact 1% 
Significant negative impact 13 
Minimal negative impact 46 
No impact 12 
Minimal positive impact i i 
Significant positive impact S 
Major positive impact 1 
Unknown 10 
No Response 5 


Totals 
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Table 7 


STEPS TAKEN TO ADAPT TO FULL IMPLEMENTATION 
OF SECTION 1ll(a) 








Question 3. In response to the full implementation of Section 11(a) on February 1, 


1979, what stens have been taken or are planned by your firm or its 
affiliates? 





Steps Taken Steps Planned 
Number Per- Number Per- 
of Firms cent of Firms Cent 





Drop exchange memberships and use 

independent, exchange members. 43 1% 
Form a non-broker-dealer subsidiary 

to manage Discretionary Institutional 

Accounts and arrange for unaffiliated 

brokers to execute its accounts’ orders. 


Cease carrying Discretionary Institu- 
tional Accounts. 


Direct orders for Discretionary Insti- 
tutional Accounts to unaffiliated firms 
for execution and not charge transaction 
related compensation. (pursuant to the 
"effect versus execute” rule). 


Obtain contractual approval from the 
account holders of Discretionary Insti- 
tutional Accounts, direct orders to 
unaffiliated firms for execution, and 
charge transaction-related compensation 
(pursuant to the "contract out" provision 
of the "effect versus execute” rule). 


Use a statutory exemption (e.g., bona 
fide arbitrage or bona fide hedge). 


(g) Other (please specify). 


Note: Multiple Responses 
Data for 84 firms; three did not respond. 
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Table 8 


COMMISSION PORTION OF DISCRETIONARY INSTITUTIONAL 
MONEY MANAGEMENT COMPENSATION 
AND THE 
DISCRETIONARY INSTITUTIONAL MONEY MANAGEMENT 
PORTION OF GROSS REVENUE 














Discretionary Institutional Money Management 
Commission as a Percent of Gross Revenue 
Portion of 
Compensation 0 - 1% 1 - 5% 5% or more 











0 - 10% 

10 - 25% 

25 — 503% 

50% or more 
Total 


This tabulation includes 52 of the 61 firms which supplied asset and/or 
revenue data... It excludes six money managers which have small affiliated 
broker-dealers. In the case of these six firms, the money managers' fees 
dwarfed their affiliated broker-dealers’ gross revenue. Three other firms 
either provided no revenue data (but did provide asset data) or indicated 
their discretionary institutional accounts generated no revenue in 1978, 
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Table 9 


SURVEY QUESTIONS 4 THROUGH 7 





Yes No Response 





Noes your firm or any Affiliate 
of your firm have floor brokers 
On any exchanges? 


If yes, did they execute, during 

the twelve months prior to Feb- 

ruary 1, 1979, transactions for 

any of your firm's or your Affil- 
iate's Discretionary Institutional 
Accounts? 51 


Does your firm have any Affiliates 
(e.g., a subsidiary) which have Dis- 
cretionary Institutional Accounts? 31 49 A 84 


If your firm or any Affiliate of your firm currently has Discre- 
tionary Institutional Accounts, how many are there and what 
types of accounts are they? 


Employee Benefit plans 3,081 
Investment companies 103 
Corporate accounts 367 
Other investment and trading partnerships 93 
College and preparatory school endowments 113 
Foundations 201 
Other types 136 

Total 4,094 


(Note: Data for 79 firms. Five brokers who left the business 
before 1978 reported no accounts.) 


Does your firm or any Affiliate of your firm generally set a mini- 
mum size for a Discretionary Institutional Account which it will 
accept (disregard family groups and other exceptional 
circumstances) ? 
Responses 

No 

Yes 

No Response 


If Yes, what is the minimum size? 


Minimum Account Size Responses 





Less than $100,000 Yi, 18% 
$100,000 -— $499,999 22 55 
$500,000 - $999,999 2 
$1,000,000 or more 9 

40 
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Table 10 


DISCRETIONARY INSTITUTIONAL MONEY MANAGEMENT REVENUE 





Question 8. Please provide an appropriate percentage breakdown, by type of fee 
arrangement as set forth below, of the aggregate revenues your firm 
or any Affiliate of your firm obtained from all Discretionary Insti- 
tutional Accounts during the year ended December 31, 1978. 


AGGREGATE REVENUE BY TYPE OF FEE ARRANGEMENT 





Accounts Accounts Accounts Managed 
Managed Managed for Fees Only 

for both for Fee Fee Does 
Commissions Commissions Includes Not Include 
and Fees Only Brokerage Brokerage 








Number of Accounts 686 557 249 2,105 


Average Size of 
Account $ 5,845,166 368,893 $ 4,786,816 $ 8,058,575 


Compensation 
Fees 16,825,832 0 2,571,179 43,538,887 $62,935,898 * 


Commissions 4,016,759 2,989,458 0 2,523,579* 9,529,796 
Total $20,842,591 $ 2,989,458 $ 2,571,179 $ 45,062,466 $72,465,694 
Fee Portion of Total 80.7% 0% 100% 96.6% 86.8% 


Note: Data for 61 firms who provided responses to Question 9. 


* This figure represents commission revenue reported by firms that also 
indicated they manage accounts for fees only (fees which do not include 
commissions). Telephone conversations with several of them indicate this 
commission revenue is from orders executed by the broker/manager. Thus, 
some accounts are effectively managed for fees plus commissions. 
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Table 11 


Question 9. Please provide the information below with respect to all Discretionary Institutional 
Accounts managed by your firm and its Affiliates as of year-end 1978. 


Year-End 1978 





NYSE Members 
Local Unclas- 
Regional NYSE National Insti- Other sified 
DISCRETIONARY INSTITUTIONAL ACCOUNTS Exchange Regional Retail Full Line tutional Classified NYSE 
Firms Firms Firms Firms Firms Firms Members 
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Number of Brokerage Commissions 
Discretionary and Management Fee 47 119 10 56 54 %4 366 
Institutional 
Accounts Managed Brokerage Commissions Only 10 67 57 18 73 17 315 
For... 
Management Fee Only: 
Fee covers brokerage services 10 12 19 
Fee does not cover brokerage 60 112 109 





(Thousands of Dollars) 


Total Assets in Brokerage Commissions 
All Discretionary and Management Fee $ 3,974,688 $ 231,467 $144,738 $ 10,000 $ 348,544 $1,072,856 $46,081 $2,121,003 
Institutional . 
Accounts Managed Brokerage Commissions Only 175,260 4,258 17,822 32,246 6,865 2,497 9,334 102,238 
For . «-« 
Management Fee Only: 
Fee covers brokerage services 291,551 . 0 14,754 228,000 5,736 42,867 0 194 
Fee does not cover brokerage $18,145,632 $5,919,629 $57,116 $1,700,700 . $2,660,595 $4,310,204 $210,634 $3,286,754 





(Thousands of Dollars) 


Revenues Received Management Fees Received 
from Discretionary (excluding Brokerage 
Institutional Commissions) $ 62,936 $ 18,716 $ 3,239 $ 8,569 $ 16,446 
Accounts 
Brokerage Comnissions 
Received 9,530 233 625 524 1,511 762 


Estimate of OTC portion 
of Brokerage Commissions 447 14 82— $ 39 $ 136 
by 4 6% 13% 7% % 
(Thousands of Dollars) 





Brokerage Commissions Paid to Non-Affiliated 
Broker-Dealers for Discretionary Institutional 
Accounts $ 23,275 $ 1,530 $ 507 $ 12,875 $ 233 





Percent of total 13.9% 23.7% 


Number of firms 5 4 





Note: Data for 61 firms. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16407/December 5, 1979 


A notice has been issued giving interested persons 
until December 21, 1979 to comment on TeleCom 
Corporation's application requesting withdrawal of 
its common stock ($1.00 Par Value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16408/December 5, 1979 


The Commission gives notice that the national 
securities exchanges listed below have applied, 
pursuant to Section 12(f)(1)(B) of the Securities 
Exchange Act of 1934, for unlisted trading privi- 
leges in the following stocks that are listed on one or 
more national securities exchanges: 


Midwest Stock Exchange, Inc.: 


Purex Industries, Inc. (Delaware), common, $1.00 
Par Value (File No. 7-5103); and 


Greyhound Corporation (Arizona), common, $1.50 
Par Value (File No. 7-5065). 


Cincinnati Stock Exchange, Inc.: 


Colonial Penn Group, common, $.10 Par Value (File 
No. 7-5037); 


Jefferson-Pilot Corporation, common, $1.25 Par 
Value (File No. 7-5038); 


Lincoln National Corporation, common, $2.50 Par 
Value (File No. 7-5039); 


NLT Corporation, common, $5.50 Par Value (File 
No. 7-5040); 


USLIFE Corporation, common, $1.00 Par Value (File 
No. 7-5041); 


1224/SEC DOCKET 


Trans World Corporation, common, $5.00 Par Value 
(File No. 7-5121); 


Greyhound Corporation (Arizona), common, $1.50 
Par Value (File No. 7-5056); 


Digital Equipment Corporation, common, $1.00 Par 
Value (File No. 7-5122); and 


Southwestern Public Service Co., common, $1.00 
Par Value (File No. 7-5123). 


Philadelphia Stock Exchange, Inc. 


Trans World Corporation, common, $5.00 Par Value 
(File No. 7-5130); 


Fluor Corporation (Delaware), common, $.625 Par 
Value (File No. 7-5129); 


Purex Industries, Inc., common, $1.00 Par Value 
(File No. 7-5126); 


Chrysler Corporation, $2.75 Cum. Prf. Stock, No Par 
Value (File No. 7-5127); and 


Chrysler Corporation, Warrants (expiring 6/15/85) 
(File No. 7-5128). 


Boston Stock Exchange, Inc. 


Cox Broadcasting Corp., common, $1.00 Par Value 
(File No. 7-5032); 


American Brands, Inc., $2.67 Cum. Conv. Pfd., No 
Par Value (File No. 7-5104); 


Georgia-Pacific Corporation, Series A Adjustable 
Rate, Conv. Pfd. (File No. 7-5105); 

McDermott (J. Ray) & Co., Inc., $2.20 Series A Cum. 
Conv. Pfd., $1.00 Par Value (File No. 7-5106); and 
Reynolds (R. J.) Industries, Inc., $2.25 Cum. Conv. 
Pfd, No Par Value (File No. 7-5107). 


Pacific Stock Exchange, Inc. 


AMP Incorporated,, common, No Par Value (File No. 
7-5111); 


Cluett, Peabody & Co., Inc., common, $1.08 1/3 Par 
Value (File No. 7-5112); 


Volume 18, No. 18, December 18, 1979 





Squibb Corporation, common, $1.00 Par Value (File 
No. 7-5114); 


Wang Laboratories, Inc., Class B common stock, 
$.50 Par Value, and common stock, $.50 Par Value 
(File No. 7-5115); 


Household Finance Corporation, common, $1.00 
Par Value (File No. 7-5113); 


G.D. Searle & Co., common, $.33 1/3 Par Value 
(File No. 7-5116); and 


Delmarva Power & Light Co., common, $3.37 1/2 
Par Value (File No. 7-511 7): 


Comments and/or request for hearings are to be 
submitted on or before January 4, 1980. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16409/December 6, 1979 


TECHNICAL AMENDMENTS TO PROXY RULES 


ACTION: Final rules. 


SUMMARY: This release further amends the proxy 
regulations, Regulation 14A and 14C and Sche- 
dules 14A and 14C, by substituting the word 
“issuer” for the word ‘‘management” to acknowl- 
edge the fact that it is the board of directors, and not 
management, which solicits proxies. Technical amend- 
ments negating previous changes are also announced 
in order to make Rule 14a-3 and Rule 14c-3 con- 
sistent in their use of the term “management.” 


EFFECTIVE DATE: December 13, 1979. 


FOR FURTHER INFORMATION CONTACT: Amy L. 
Goodman (202) 272-2597, G. Michael Stakias (202) 
272-2589, or Gregory H. Mathews (202) 272-2644, 
Division of Corporation Finance, Securities and 


& Exchange Commisison, Washington, D.C. 20549. 
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SUPPLEMENTARY INFORMATION: Since these 
amendments are technical in nature and do not 
make any changes in the regulations and schedules 
that have not been previously announced in Securi- 
ties Exchange Act Release No. 16104 (August 13, 
1979), 44 FR 48938, and Securities Exchange Act 
Release 16357 (November 21, 1979), notice of pro- 
posed rulemaking is unnecessary under the Admin- 
istrative Procedure Act [5 U.S.C. 552]. Accord- 
ingly, Part 240 of Chapter Il of Title 17 of the Code of 
Federal Regulations is amended as follows: 


1) In §240.14a-3 paragraphs (b)(1) and (2) 
are amended by deleting the word ‘issuer’ 
wherever it appears and inserting dthe 
word ‘‘management” in its place." 


2) In §240.14a-3 paragraph (b)(4) Note 12 
paragraph (5), and the Note of paragraph (6) 
are amended by deleting the words ‘‘the 
issuer’’ wherever they appear and inserting 
the word ‘‘management” in their place.° 


3) In §240.14a-3 paragraph (b)(9) is 
amended by deleting the words “the issuer’’ 
and inserting the word “management” in 
their place to read ‘In the discretion of 
management .. .’4 


4) In §240.14a-3 paragraphs (b)(10) and 
(11) are amended by deleting the words 
“the issuer’’ wherever they apear and in- 
serting the word “management” in their 
place.® 





‘See Securities Exchange Act Release No. 16357 
(November 21, 1979), 44 FR 68456 (November 29, 
1979), paragraph 2. This amendment returns these 
paragraphs to their original form. 


2/d., paragraph 3. This amendment, which returns 
this paragraph to its original form, was incorrectly 
cited as Note 2. 


3/d., paragraph 3. This amendment returns this 
paragraph and Note to its original form. 


4/d., paragraph 4. 


5/d., paragraph 5. 
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5) Section 240.14a-3 is amended by rein- 
serting the words “managements of"’ ind 
the Note to paragraph (c).® 


6) In§240.14a-101 Item 3 paragraph (a) is 
amended by deleting the words ““manage- 
ment of the” wherever they appear.’ 


7) In §240.14a-101 Item 6 is amended in 
the initial paragraph by deleting the word 
“management” and inserting the word “the 
issuer’ in its place.® 


8) Section 240.14b-1 paragraph (a) is 
amended by deleting the words ‘whose 
management is”’. 


9) In 240.14c-2 paragraph (a) is amended 
by deleting the words “management of 
the”. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








S/d., paragraph 6. 
7Id., paragraph 29. 


8/d., paragraph 30. Item 6(b)(7) and its Note were not 
intended to be amended by this paragraph 30. 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21321/November 30, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 


NEW ENGLAND ENERGY INCORPORATED 
25 Research Drive 


Westborough, Massachusetts 01581 
(70-5543) 


NOTICE OF PROPOSED EXTENSION OF OIL AND 
GAS EXPLORATION PARTNERSHIP AND 
INCREASED LEVEL OF EXPLORATION 
EXPENDITURES 


NOTICE IS HEREBY GIVEN that New England Elect- 
ric System (““NEES"), a registered holding company, 
and its fuel subsidiary New England Energy Incor- 
porated (‘‘NEEI"’), have filed with this Commission 
post-effective amendments to their application- 
declaration previously filed and amended pursuant to 
the Public Utility Holding Company Act of 1935 
(“‘Act’’), designating Sections 6(a), 7, 9(a), 10 and 12 
of the Act and Rules 43 and 45(a) promulgated 
thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the 
application-declaration, as amended by said post- 
effective amendments, which is summarized below, 
for a complete statement of the proposed 
transactions. 


By order dated October 30, 1974 (HCAR No. 18635), 
NEES was authorized to organize NEEI, acquire its 
capital stock and make investments (including sub- 
ordinated notes) in NEEI up to $20,250,000 through 
July 31, 1976, and NEEI was authorized to enter 
into a partnership agreement (‘‘Agreement”) with 
Samedan Oil Corporation (‘‘Samedan’’) a wholly 
owned subsidiary of Noble Affiliates, Inc., to explore 
for oil and gas in the continental United States (both 
onshore and offshore). NEEI was at that time autho- 
rized to invest a maximum of $10,000,000 in that 
partnership through July 31, 1976. NEEI was also 
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authorized to acquire other interests in similar ven- 
tures for oil and gas exploration, development and 
production and to undertake various fuel procure- 
ment and inventory activities. Said order also 
granted a request for an exception from the tax 
allocation provisions of Rule 45(b)(6) pursuant to 
Rule 45(a) on terms and conditions therein set forth. 


By order dated June 18, 1976 (HCAR No. 19580), 
NEES was authorized to increase its investment in 
NEEI to $45,000,000 through December 31, 1979, 
with NEEI to use such investments to finance its 
procurement and inventory activities and to finance 
fuel exploration and development activities with 
Samedan and/or other parties. Said order also con- 
tinued the exception from the tax allocation provi- 
sions of Rule 45(b)(6) through the same period. 


By order dated July 19, 1978 (HCAR No. 20632), 
NEEI was authorized to make sales of fuel oil to New 
England Power Company (‘‘NEP”’), an affiliate, pur- 
suant to a fuel purchase contract on terms and 
conditions set forth in said order. Those terms 
included a pricing policy under which NEEI’s total 
costs related to its exploration and development 
program, including capital costs as defined, are 
divided by total estimated equivalent barrel of re- 
serves to determine a unit cost to be applied to each 
equivalent barrel produced. With respect to capital 
costs, a method was prescribed for their determina- 
tion based on a hypothetical capital structure im- 
puted to NEEI approximately equivalent to the capital 
structure of NEP. In this connection, it was contem- 
plated that NEE! would obtain outside financing and 
apply the proceeds to reduce the subordinated notes 
issued to NEES. 


By order dated July 25, 1979 (HCAR NO. 21158), 
NEEI was authorized to enter into an $80,000,000 
revolving credit loan with Bank of Montreal and 
National Bank of North America, upon the termina- 
tion of which becomes a term loan. The proceeds of 
the initial advance under said loan ($30,000,000) 
were used to reduce the amount of NEEI’s subordi- 
nated notes to NEES. Said order also extended the 
authority granted in the order of June 18, 1976 
(HCAR No. 19580), for NEES to make investments in 
NEEI up to $45,000,000 through December 31, 
1988. 


By post-effective amendments applicants-declarants 
request authorization to enter into an amendment 
to the Agreement with Samedan, which amend- 
ment would (1) extend the term of the Agreement 
from December 31, 1979, to December 31, 1984; 
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and (2) increase to $30,000,000 the average annual 
amount which NEEI can be called upon to invest in 
the partnership during the period 1980-1984. 


It is stated that through June 30, 1979, NEEI had 
invested $55,000,000 in the partnership with 
Samedan, that 248 of the 485 wells drilled in which 
the partnership participated have been found to be 
productive, and that NEEI’s share of the total equi- 
valent reserves of oil and gas represented by these 
wells is now estimated to exceed 10,000,000 bar- 
rels. Through the same date it is claimed that total 
savings of over $423,000 have been achieved 
through the pricing mechanism set forth in the 
order of July 19, 1978 (HCAR No. 20632), under 
which NEEI’s proceeds from the sale of oil and gas 
in its exploration programs are used to purchase 
residual fuel oil for NEP. NEP had purchased 
through June 30, 1979, approximately 246,000 
barrels of fuel oil related to NEEI production at pri- 
ces averaging $1.72 less per barrel than the market 
price. NEEI’s share of production from its explora- 
tion and development activities is currently esti- 
mated to be about 430,000 equivalent barrels in 
1979 and about 1,700,000 equivalent barrels in 
1980. 


Most of the basic features of the Agreement would 
remain the same under the proposed amendment, 
inlcuding (1) Samedan’s acting as managing 
partner, (2) a limitation on the geographical scope of 
the partnership's activities to the continental United 
States (including Alaska), both onshore and off- 
shore, (3) each partner having a fifty percent inter- 
est in the partnership, with NEEI paying a larger 
share of the costs of exploration (to compensate 
Samedan for management and expertise in running 
the partnership as managing partner as well as for 
Samedan’s accumulated geological and geophysi- 
cal work in evaluating prospects), (4) each partner 
sharing equally the costs of development and pro- 
duction of successful prospects, (5) each partner 
being entitled to take in kind or sell one-half of the 
partnership production of oil and gas(with NEEI also 
having a first call to purchase Samedan’s share of 
oil produced from any prospect), and (6) the partner- 
ship being terminable by either partner at the end of 
any calendar year on sixty days’ prior notice. The 
amendment would, as previously mentioned, 
extend the Agreement through December 31, 1984, 
and increase to $30,000,000 the average annual 
amount which NEEI could be called upon to invest 
for exploration activities during each year of the 
extension period. The amendment would also 
change some other minor features of the Agree- 
ment. NEEI further requests authority to amend the 
Agreement without Commission approval from 
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time to time as the parties may agree, except that no 
such amendment may permit (i) any contribution to 
or investment in the partnership by NEEI in excess 
of the limitations on capitalization and financing of 
NEE! imposed by order of the Commission, or (ii) 
participation by NEEI in partnership activities out- 
side the continental United States (including 
Alaska), onshore and offshore. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
further amendment. It is stated that no state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration, as amended by said 
post-effective amendments, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At 
any time after said date, the application- 
declaration, as amended by said post-effective 
amendments or as it may be further amended, may 
be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21322/November 30, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
100 Interpace Parkway 
Parsippany, New Jersey 07054 


(70-6382) 


NOTICE OF PROPOSAL BY HOLDING COMPANY 
TO MAKE CAPITAL CONTRIBUTIONS TO ITS 
SUBSIDIARIES 


Notice is hereby given that General Public Utilities 
Corporation (“GPU”), a registered holding com- 
pany, has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Section 12(b) of the Act 
and Rule 45 promulgated thereunder as applicable 
to the proposed transactions. All interested persons 
are referred to the declaration, which is summar- 
ized below, for a complete statement of the pro- 
posed transactions. 


GPU proposes to make cash capital contributions 
from time to time through December 31, 1980 to 
two of its three major operating subsidiaries, Jersey 
Central Power & Light Company (“JCP&L’’) and 
Metropolitan Edison Company (‘‘Met-Ed’), of 
amounts up to an aggregate of $50,000,000. GPU 
does not expect that it will be necessary to make 
cash capital contributions to its other major operat- 
ing Subsidiary, Pennsylvania Electric Company 
(“‘Penelec’’), during the year. 


GPU proposes to allocate the respective amounts of 
the proposed contributions between these two sub- 
sidiaries as to best match the needs of each subsi- 
diary as such needs develop during 1980; provided, 
however, that the amount of such capital contribu- 
tions to either of such subsidiaries would not in any 
event exceed $30 million. Such needs of these sub- 
sidiaries will be affected by the inability to precisely 
predict their respective earnings and internal cash 
generation, rate and timing of expenditures for con- 
struction, repair and clean-up expenditures at the 
Three Mile Island nuclear generating station and 
restrictions on. the issuance of unsecured short- 
term debt. Such cash capital contributions will be 
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credited by the recipients to their respective capital 
surplus accounts. 


The proposed cash capital contributions will be uti- 
lized by JCP&L and Met-Ed for the purpose of financ- 
ing their respective businesses as public utilities, 
including the construction of additional facilities, 
repair and cleanup activities at the Three Mile 
Island nuclear generating station, and the increase 
in their working capital. 


During 1980, JCP&L will require an aggregate of 
approximately $135,000,000 for its construction 
program, and approximately $11,000,000 for sink- 
ing fund and refinancing purposes. Cash Capital 
contributions from GPU, together with internally 
generated cash of approximately $1 15,000,000 will 
be applied to these purposes. In addition, JCP&L 
will have short-term bank borrowings outstanding 
under the GPU System Revolving Credit Agreement 
and with other banks from time to time during the 
year. 


During 1980, Met-Ed will require an aggregate of 
approximately $50,000,000 for its construction 
program, and approximately $15,000,000 for sink- 
ing fund and refinancing purposes. Cash capital 
contributions form GPU, together with internally 
generated cash of approximately $15,000,000 will 
be applied to these purposes. Met-Ed will also have 
short-term bank borrowings outstanding under the 
GPU System Revolving Credit Agreement and with 
other banks from time to time during the year. 


During 1980, Penelec will require an aggregate of 
approximately $90,000,000 for its construction 
program, and approximately $5,000,000 for sinking 
fund and refinancing purposes. Internally gener- 
ated cash of approximately $60,000,000 plus, on an 
interim basis, the utilization of temporary invest- 
ments and proceeds of bank borrowings, will be 
applied to these purposes. 


The fees, commission and expenses to be incurred 
by GPU in connection with the proposed transac- 
tions are estimated at $6,000, including legal fees 
of $3,500. It is stated that no state commission or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 26, 1979, request 
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in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service, (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21323/November 30, 1979 


In the Matter of 


JERSEY 
COMPANY 
161 Madison Avenue, Morristown, New Jersey 


CENTRAL POWER & LIGHT 


METROPOLITAN EDISON COMPANY 


YORK HAVEN POWER COMPANY 
P.O. Box 542 Reading, Penna. 19603 


PENNSYLVANIA ELECTRIC COMPANY 


NINEVEH WATER COMPANY 
1001 Broad Street 
Johnstown, Penna. 15907 


GENERAL PUBLIC UTILITIES CORPORATION 
CHERRY HILLS FUEL CORPORATION 


GPU SERVICE CORPORATION 
260 Cherry Hill Road 
Parisippany, New Jersey 07054 


(70-6376) 


NOTICE OF PROPOSAL TO ALLOCATE CONSOLI- 
DATED FEDERAL INCOME TAX LIABILITY BY 
METHOD OTHER THAN SPECIFIED IN RULE 
45(b)(6) 


NOTICE IS HEREBY GIVEN that General Public Utili- 
ties Corporation (““GPU”), a registered holding com- 
pany, and its subsidiary companies named above 
have filed a declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Section 12(b) of the Act 
and Rule 45 promulgated thereunder as applicable 
to the following proposal. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposal. 


GPU and its subsidiaries join as a group in the filing 
of consolidated Federal income tax returns. They 
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state that two of the electric utility subsidiaries, 
Metropolitan Edison Company (‘‘Met-Ed”) and Jer- 
sey Central Power & Light Company (‘JC’) are 
expected to report losses for tax purposes for the 
year 1979. Such losses will be used, in the consoli- 
dated return, to eliminate taxable income from 
other sources, and to adjust the consolidated tax 
liabilities for prior and future years. 


Applicants state that the general allocation formula 
for allocation of consolidated return tax liabilities 
authorized by Rule 45(b)(6) is not suitable for a case 
in which an operating utility company suffers a 
material loss. Applicants have entered into a tax 
allocation agreement, pursuant to Section 1552 of 
the Internal Code of 1954, as amended, and submit 
that agreement for approval under Section 12(b) of 
the Act and Rule 45(a). They propose to allocate the 
consolidated return liability in accordance with the 
tax allocation agreement, for the year 1979 and 
subsequent years, until further order of the 
Commission. 


The tax allocation agreement provides that there 
shall be allocated to each company in the consoli- 
dated group, except the holding company, the tax 
benefits of its own net operating losses. The tax 
benefits of the holding company’s deductions will 
be allocated among the subsidiaries in proportion to 
the holding company’s average common stock 
equity investment in each company during the year. 
The prior allocation of the holding company deduc- 
tions under Rule 45(b)(6) for years before 1979, 
however, will not be adjusted in connection with 
allocating operating loss carry backs. 


A company which does not have a net operating loss 
of its own and which would have income tax liability 
(allowing for its own investment tax credits which it 
could utilize on a separate return basis,) were the 
liability not offset by net operating losses of other 
companies in the group, will pay the amount of such 
tax reduction to the companies, other than the hold- 
ing company, whose net operating losses are so 
used in the consolidated return. Such payments will 
be divided among the loss companies in proportion 
to the use of their net operating losses. If there is a 
consolidated minimum tax arising from ‘‘preferen- 
ce"items as defined in the Internal Revenue Code, 
such minimum tax will be independently allocated 
among the companies in the ratio of their respective 
preference incomes. 


Based on estimates of income and expenses for the 
balance of the tax year, and the companies’ inter- 
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pretation of the relevant tax laws, it is believed that 
the current operating losses of Met-Ed and JC will 
produce about $16 million of 1979 tax deductions. 
These amounts will be paid to the two operating 
companies providing the deductions. It appears that 
no refunds of taxes paidin prior years will occur, but 
that the operating loss carry backs expected will 
replace investment tax credits previously claimed 
and increase the investment tax credits available for 
use in future years. The tax allocation agreement 
would preserve such benefits for the operating util- 
ity company which created such credits. 


The fees, expenses and commission incurred in 
connection with this proposal will be filed by 
amendment. Although it is not entirely clear 
whether the contract involved in this Declaration is 
embraced within Section 2102 of the Pennsylvania 
Public Utility Code, the Companies propose to file a 
copy of this declaration with the Pennsylvania Pub- 
lic Utility Commission in response to that provision 
of the Pennsylvania Public Utility Code. It is stated 
that no other state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion with respect to the proposal. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said declaration which he desires to controvert; or 
he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 


personally or by mail upon the declarants at the 
abovestated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commis- 
sion may grant exemption from its rules under the 
Act as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate 
Persons who request a hearing or vdvice as to 
whether a hearing is ordered will receive any noti- 
ces and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21324/November 30, 1979 


In the Matter of 


SOUTHWESTERN ELECTRIC POWER 
COMPANY 

P.O. Box 21106 

Shreveport, Louisiana 71156 


(70-6357) 


NOTICE OF PROPOSAL TO ISSUE FIRST MORT- 
GAGE BONDS AT COMPETITIVE BIDDING 


Notice is hereby given that Southwestern Electric 
Power Company (““SWEPCO”), an electric utility 
subsidiary of Central and South West Corporation, a 
registered holding company, has filed a declaration 
and amendments thereto with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Sections 6(b) and 7 of 
the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All inter- 
ested persons are referred to the amended declara- 
tion, which is summarized below, for a complete 
statement of the proposed transaction. 


SWEPCO proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50 up to 
$60,000,000 principal amount of its First Mortgage 
Bonds, Series P, %, to be dated December 1, 
1979 (‘‘Bonds”), and to mature December 1, 2009. 


The proceeds to be derived by SWEPCO from the 
sale of the Bonds (exclusive of accrued interest and 
after deducting expenses of issue) will be used by 
SWEPCO to repay in full short-term borrowings 
which were incurred for its obligations including 
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projects under construction. Approximately 
$60,000,000 of short-term borrowings are expected 
to be outstanding as of December 18, 1979 
planned date of issuance of the Bonds. Estimated 


1979* 

$ 84,573,000 
26,723,000 
24,406,000 


Generation 
Transmission 
Distribution 
Fuel exploration 


and development 13,798,000 


construction and fuel exploration and development 
expenditures of SWEPCO (exclusive of allowance 
for funds used during construction) for 1979 
through 1981 are as follows: 


1980 


$105,229,000 
29,057,000 
24,102,000 


1981 


$122,950,000 
31,120,000 
26,158,000 


Total 


$312,750,000 
86,900,000 
74,666,000 
14,819,000 


19,493,000 48,110,000 





Total $149,499,000 


$173,207,000 $199,721,000 $522,427,000 








*Approximately $71,756,000 of the 1979 extimated total had been expended at July 31, 1979. 


It is stated that SWEPCO will need to sell additional 
securities during the period 1979-1981 to finance 
further portions of this program. The amount, types 
and timing of such additional security sales are not 
presently determinable. 


The annual interest rate and the redemption prices 
of the Bonds, and the price to be paid to SWEPCO 
therefore (which will not be less the 99% nor more 
than 102.75%) will be determined through competi- 
tive bidding. The Bonds will be nonrefundable until 
December 1, 1984 in anticipation of or through the 
use of funds borrowed by SWEPCO at a lower inter- 
est cost than that of the Bonds. The Bonds will be 
subject to a 1% sinking fund beginning in 1980. The 
Bonds will be issued under and secured by the Com- 
pany’s Indenture, dated February 1, 1940, under 
which Continental Illinois Natinal Bank and Trust 
Company of Chicago and M.J. Kruger are Trustees 
as amended by the indentures supplemental 
thereto heretofore executed (‘‘Indenture’’), and to 
be further amended by a proposed supplemental 
indenture to be dated December 1, 1979 (‘’Supple- 
mental Indenture’’). The Supplemental Indenture 
will set forth the terms, provisions and characteris- 
tics of the Bonds, will extend various covenants and 
conditions in the Indenture in connection with the 
issuance of the Bonds and will confirm the lien of 
the Indenture on certain ‘‘after-acquired property” 
constructed or otherwise acquired by SWEPCO on 
or subsequent to August 1, 1978 (the date of SWEP- 
CO's last previous supplemental indenture extend- 
ing the lien of the Indenture). 


Bonds in the principal amount of $55,500,000 will 
be authenticated under the Indenture against 
$92,500,000 of available unused net expenditures 
for SWEPCO’s bondable property and the 
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remainder against $4,500,000 of previously retired 
bonds. Unused net expenditures will aggregate 
approximately $220,000,000 at the issuance of the 
Bonds. 


The fees, commissions and expenses to be incurred 
by SWEPCO in connection with the proposed tran- 
saction are estimated at $105,000, including legal 
fees of $21,450 and accounting fees of $6,000. The 
proposed transaction is subject to the jurisdiction of 
the Arkansas Public Service Commission and the 
Corporation Commission of Oklahoma. It is stated 
that no other state or federal regulatory authority, 
other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 26, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, 
as amended or as it may be further amended, may 
be permitted to become effective as provided in Rule 
23 of the General Rules and Regualtions promul- 
gated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action asit 
may deem appropriate. Persons who request a 
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hearing or advice as to whether a hearing is ordered 
will receive any notices or orders issued in this 
matter including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21325/December 5, 1979 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


(70-6224) 


ORDER AUTHORIZING EXTENSION OF SHORT- 
TERM BORROWING PERIOD 


Kentucky Power Company (‘‘Kentucky”), an electric 
utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed with this Commission a_ post-effective 
amendment to its application previously filed in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) concerning the 
following proposed transaction. 


By order dated December 26, 1978 (HCAR No. 
20843), Kentucky was authorized too issue and sell 
short-term notes through January 1, 1980, in an 
aggregate amount not to exceed $35,000,000 out- 
standing at any one time, such indebtedness to 
mature not later than March 31, 1980. 


By post-effective amendment, Kentucky requests 
that its borrowing authorization, pursuant to the 
credit arrangements described below, of 
$35,000,000 be extended from January 1, 1980 to 
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December 31, 1980, all such indebtedness issued 
thereunder to mature not later than March 31, 1981. 


Kentucky states that the short-term financing is 
necessary due to a change in its plans concerning a 
$100,000,000 term loan involved with its proposed 
purchase of a 15% interest in the Rockport Plant 
which is owned by Indiana & Michigan Electric Com- 
pany, another electric utility subsidiary of AEP. That 
proposed transaction is the subject of a separate 
application before this Commission (HCAR No. 
20751), but was disapproved by the Kentucky Public 
Service Commission on October 19, 1978. This mat- 
ter is now before the Kentucky Court of Appeals. Due 
to the unsettled nature of this matter, Kentucky 
requests the short-term borrowing authorization as 
an alternative. 


Kentucky has lines of credit with fifteen banks 
which total $265,900,000. For purposes of borrow- 
ing, these banks are of three classes. Each note to 
be issued to a Class | bank will mature not more than 
270 days after the date of issuance or renewal the- 
reof, and will be prepayable at any time without 
premium or penalty. Kentucky's credit arrange- 
ments with these banks require it to maintain com- 
pensating balances equal to a percentage of the line 
of credit made available by the bank plus a percen- 
tage of any amount actually borrowed, generally not 
in excess of 10% of the line of credit and 10% of the 
amount borrowed. Borrowings from a Class | bank 
generally would bear interest at an annual rate not 
greater than the bank’s prime commercial rate in 
effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. Kentucky's credit 
arrangements with these banks require it to main- 
tain compensating balances of 5% of the line of 
credit and to pay a fee equal to 4% of the bank’s 
prime commercial rate then in effect times the size 
of the line of credit. The combination of a 5% com- 
pensating balance and the fee generally is equival- 
ent to a compensating balance not in excess of 10% 
of the line of credit made available. In addition, 
Kentucky must pay interest at the rate of 108.5% of 
the bank’s prime commercial rate then in effect, or, 
in the case of borrowings in Eurodollars, a desig- 
nated percent of the London Interbank Offering 
Rate (LIBOR) on the borrowings. It is stated that if 
the balances maintained and fees paid by Kentucky 
with and to the Class | and Il banks were maintained 
and paid solely to fulfill requirements for borrow- 
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ings by Kentucky the effective annual interest cost 
to Kentucky, assuming full use of the line of credit, 
would not exceed 125% of the prime commercial 
rate in effect from time to time, or not more than 
19.4% on the basis of a prime commercial rate of 
15”%%. 


With respect to the Class Ill banks, Kentucky has a 
money market facility at each of two named banks in 
an aggregate amount of $20,000,000. These money 
market facilities do not represent a formal commit- 
ment or engagement by these banks to Kentucky but 
represent merely the ability of Kentucky to request 
unsecured borrowings, in the form of promissory 
notes, on a case-by-case basis. These money market 
facilities are available for unsecured borrowings, in 
domestic dollars and/or Eurodollars for periods of up 
to 180 days after the date of issuance, and any such 
borrowings will be prepayable by Kentucky at any 
time without premium or panalty. No compensating 
balances are required. The interest rate, which is 
presently to be negotiated on a case-by-case basis 
(using a 360 day year), will be a designated percent of 
the LIBOR, if the borrowings are made in Eurodollars, 
or a designated percent of the bank’s prime rate, if the 
borrowings are made in domestic dollars. It is stated 
that interest rates on these notes will be lower than 
the effective interest rates for borrowings made from 
Class | and Il banks, including the effect of any com- 
pensating balances and fees paid. 


The proceeds from the issue and sale of the notes will 
be used by Kentucky to pay its general obligations, 
including expenses incurred in its various construc- 
tion projects. Construction expenditures for 1980 are 
estimated at $135,000,000 assuming Kentucky 
acquires an interest in the Rockport Plant. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $100. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said post-effective amend- 
ment to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21268), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of invetors and consumers 
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that said application, as amended by said post- 
effective amendment, be granted; 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, 
and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that certificates the- 
reunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21326/December 5, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM. INC. 
COLUMBIA LNG CORPORATION 


COLUMBIA GAS DEVELOPMENT 
CORPORATION 


COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 


COLUMBIA GAS DEVELOPMENT OF CANADA, 
LTD 

20 Montchanin Road 

Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION 
CORPORATION 

1700 MacCorkle Avenue, S.E. 
Charleston, West Virginia 25314 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 


99 North Front Street 
Columbus, Ohio 43215 


COLUMBIA GULF TRANSMISSION COMPANY 
3805 West Alabama Avenue 
Houston, Texas 77027 


COLUMBIA COAL GASIFICATION 
CORPORATION 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 


340-17th Street 
Ashland, Kentucky 41101 
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(70-6389) 


NOTICE OF PROPOSED OPEN ACCOUNT ADVAN- 
CES TO SUBSIDIARY COMPANIES BY PARENT 
COMPANY IN CONNECTION WITH INTRASYSTEM 
PREPAYMENT OF PROMISSORY NOTES AND 
RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (‘Columbia’), a registered holding 
company, and its wholly-owned subsidiary compan- 
ies listed above, have filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (’‘Act”’), 
designating Sections 6(a), 6(b), 9, 10, and 12(b) of 
the Act and Rules 42(b)(2) and 45 promulgated the- 
reunder as applicable to the proposed transactions. 
All interested persons are referred to the 
application-declaration which is summarized 
below, for a complete statement of the proposed 
transactions. 


It is stated that during the winter heating season 
Columbia’s distribution subsidiary companies gen- 
erate substantial amounts of cash in excess of cur- 
rent requirements. During the same_ period, 
however, the transmission subsidiary companies 
generate lesser amounts of cash and have generally 
larger construction expenditures, requiring Colum- 
bia to advance funds to such subsidiary companies. 
In recent years, the Commission has authorized 
open account advances by Columbia to subsidiary 
companies and certain related transactions which 
are designed to alleviate this situation. The present 
filing requests authorization to continue such 
transactions during the calendar year 1980. 


It is proposed that the subsidiary companies listed 
below will prepay from time to time prior to the end 
of 1980, with excess cash in aggregate amounts not 
to exceed the amounts set forth below, a portion of 
their outstanding installment promissory notes 
(‘Notes’) held by Columbia. The following amounts 
represent the estimated aggregate maximum 
excess funds that such companies are expected to 
accumulate at any one time during the year 1980. 


COLUMBIA GAS SYSTEM SERVICE 
CORPORATION 

COLUMBIA GAS TRANSMISSION 
CORPORATION 

COLUMBIA GAS OF 
PENNSYLVANIA, INC. 


5,000,000 
270,000,000 


55,000,000 
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COLUMBIA GAS OF 
NEW YORK, INC. 

COLUMBIA GAS OF 
MARYLAND, INC. 

COLUMBIA GAS OF 
KENTUCKY, INC. 

COLUMBIA GAS OF 
VIRGINIA, INC. 

COLUMBIA GAS OF 
WEST VIRGINIA, INC. 

COLUMBIA GAS OF 
OHIO, INC. 

COLUMBIA GULF TRANSMISSION 
COMPANY 

COLUMBIA HYDROCARBON 
CORPORATION 

THE INLAND GAS 
COMPANY, INC. 

COLUMBIA LNG 
CORPORATION 

COLUMBIA GAS DEVELOPMENT 
CORPORATION 

COLUMBIA COAL GASIFICATION 
CORPORATION 


TOTAL 


7,500,000 
4,000,000 
12,000,000 
5,000,000 
20,000,000 
125,000,000 
100,000,000 
3,158,000 
4,500,000 
104,000,000 
20,000,000 


4,000,000 
$739,158,000 











The notes (“Indebtedness”) prepaid by the individ- 
ual companies will be those bearing the highest 
interest rate or rates outstanding at the time of each 
prepayment. Interest on such Indebtedness will 
cease upon prepayment and recommence upon 
reissuance. As any of such companies require 
funds for construction and other corporate pur- 
poses after prepayment, it is proposed that advan- 
ces be made to them on open account by Columbia, 
provided that at no time will the amount of such 
advances to any subsidiary. exceed the amount of 
Indebtedness theretofore prepaid by it, less any cur- 
rent maturities applicable to Notes which have 
matured subsequent to the date of prepayment. 


The open account advances to any subsidiary com- 
pany will bear interest commencing on the date of 
the advances, at the same rate or rates as borne by 
the equivalent principal amounts of Indebtedness 
previously prepaid by it during 1979, but in reverse 
order to that of the prepayments, i.e., beginning 
from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. Interest on 
the open account advances will become due on 
June 30, 1980, and December 31, 1980, and/or on 
the date such advances are repaid by the reinstate- 
ment of Notes. It is further proposed that advances 
on open account to individual subsidiary companies 
will be increased or decreased from time to time in 
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accordance with variations in the cash flow of the 
individual subsidiary companies. The proposed 
advances will not be in excess of the Indebtedness 
prepaid theretofore. At such time asthe advances to 
any subsidiary company equal the aggregate 
amount of the Indebtedness prepaid by it, or in any 
event not later than December 31, 1980, such pre- 
paid Indebtedness will be reinstated in repayment 
of the outstanding open account advances. 


Financing of construction or gas storage programs 
of any operating subsidiary company pursuant to 
Commission authorization will not be consum- 
mated until such time as advances have been made 
in amount equal to the amount of Indebtedness 
prepaid. Any subsidiary company which during 
1980 has borrowed on open account from Columbia 
an amount smaller than the amount of Indebted- 
ness theretofore prepaid by it will, on December 31, 
1980, reinstate its Indebtedness to Columbia in an 
amount sufficient to discharge its open account bor- 
rowings, and the balance of its prepaid Indebted- 
ness will be considered to have been permanently 
prepaid. Such permanent prepayment would be 
applied against Indebtedness bearing the highest 
interest rates and would be consummated only with 
respect to Indebtedness bearing interest at a rate 
equal to or in excess of the rate applicable to bor- 
rowings by subsidiary companies from Columbia as 
of December 31, 1980. In the event that a perman- 
ent prepayment by any subsidiary company would 
be indicated with respect to Notes bearing an inter- 
est rate less than the rate applicable to debt pur- 
chased by Columbia from subsidiary companies at 
December 31, 1980, such Notes will be reinstated 
by the subsidiary company at or before the end of 
1980. 


It is stated that the proposed transactions are 
designed to achieve the following: (1) flexibility to 
prepay at the earliest possible date inventory loans 
with commercial banks and other short-term bor- 
rowings; (2) deferment of outside financing until 
aggregate system funds approach a minimum bal- 
ance, (3) facilitate the internal financing of emer- 
gency requirements, and (4) allow subsidiaries, 
during any period in which they have excess cash, 
to temporarily prepay Notes owed Columbia, ther- 
eby decreasing their own net corporate interest 
expense. 


Expenses to be incurred by Columbia and its subsi- 
diary companies in connection with the proposed 
transactions are estimated at $7,000, including 
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$4,000 for services, at cost, provided by Columbia 
Gas System Service Corporation. 


It is stated that the Public Service Commission of © 


West Virginia has authorized the prepayment and 
reissuance of prepaid Notes by Columbia Gas of 
West Virginia, Inc., that the Public Service Commis- 
sion of New York has authorized the reissuance of 
prepaid Notes by Columbia Gas of New York, Inc., 
that the Public Service Commission of Kentucky has 
authorized the reissuance of prepaid Notes by 
Columbia Gas of Kentucky, Inc., and that the State 
Corporation Commission of Virginia has authorized 
the reissuance of prepaid Notes by Columbia Gas of 
Virginia, Inc. It is represented that no other state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. The 
applicants-declarants have requested that authori- 
zation be granted to file certificates under Rule 24 
with respect to the proposed transactions on a quar- 
terly basis. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 28, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants- 
declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as filed or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate - 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21327/December 5, 1979 


In the Matter of 


>» ARKANSAS POWER & LIGHT COMPANY 


First National Building 
Little Rock, Arkansas 72203 


(70-6381) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS AND COMMERCIAL PAPER 
AND EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“Arkansas”), an electric utility sub- 
sidiary of Middle South Utilities, Inc., a registered 
holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 
6(a) and 7 of the Act and Rule 50(a)(5) promulgated 


’ thereunder as applicable to the following proposed 


transactions. All interested persons are referred to 
the declaration, which is summarized below, for a 


’ complete statement of the proposed transactions. 


Arkansas is presently authorized (HCAR Nos. 
20711 and 21281 (September 19, 1978, and 
November 2, 1979)) to issue and sell from time to 
time, through February 29, 1980, up to 
$125,000,000 aggregate principal amount out- 
standing at any one time of unsecured short-term 
promissory notes (including commercial paper) to 
various commercial banks and/or a dealer in com- 
mercial paper to meet its interim financing 
requirements. 


Arkansas now intends to revise the foregoing pro- 
gram and proposes to issue ar:d sell, from time to 
time through June 30, 1981, unsecured short-term 
promissory notes (including commercial paper) to 
various commercial banks and/or a dealer in com- 
mercial paper in an aggregate principal amount out- 
standing at any one time of not more than 
$150,000,000. It is stated that the nature of each 
issue of such notes (including commercial paper) 
will be determined in the light of the then prevailing 
market conditions and other factors. 


SEC DOCKET/1237 





As of September 30, 1979, Arkansas’ construction 
program is expected to result in expenditures of 
approximately $265,213,000 in 1980 and 
$188,649,000 in 1981. Arkansas will use the net 
proceeds of the proposed notes for the acquisition of 
property, the construction, extension, or improve- 
ment of its facilities, or the discharge or lawful 
refunding of its obligations. Most of such net pro- 
ceeds, together with other funds available from 
time to time to Arkansas from its operations or 
derived from the issuance and sale of long-term debt 
and/or equity securities, will be applied to its con- 
struction program. 


The notes proposed to be issued and sold to com- 
mercial banks will be in the form of unsecured 
promissory notes payable not more than nine 
months from the date of issuance with right of rene- 
wal, will bear interest at the prime commercial bank 
rate in effect at the lending bank on the date of 
issuance or renewal or, from time to time, depend- 
ing upon the requirements of the lending bank, and 
will, at the option of Arkansas, be prepayable, in 
whole or in part, at any time without premium or 
penalty. While no formal commitments for future 
borrowings have been made with any bank, it is 
expected that the banks to whom such notes will be 
issued and sold and the maximum amount to be 
issued and outstanding at any one time to each such 
bank will be substantially as follows: 


Maximum Amount 
to be Borrowed 
First National Bank of Eastern 
Arkansas, Forrest City, Arkansas 
Arkansas Bank & Trust Company, 
Hot Springs, Arkansas 
The Commercial National Bank, 
Little Rock, Arkansas 
First National Bank in 
Little Rock, Arkansas 
Union National Bank, 
Little Rock, Arkansas 
Worthen Bank & Trust Company, N.A. 
Little Rock, Arkansas 
National Bank of Commerce, 
Pine Bluff Arkansas 
Simmons First National Bank, 
Pine Bluff, Arkansas 
Peoples Bank & Trust Company, 
Russellville, Arkansas 
Security Pacific National Bank, 
Los Angeles, California 
Wells Fargo Bank, N.A., 
Los Angeles, California 
Chemical Bank, 
New York, New York 


$ 400,000 
800,000 
2,000,000 
4,000,000 
2,000,000 
4,000,000 
1,700,000 
19,000,000 
300,000 
18,500,000 
5,000,000 


10,000,000 
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Irving Trust Company, 
New York, New York 
Manufacturers Hanover Trust 
Company, 
New York, New York 
Marine Midland Trust Company, 
New York, New York 
MOrgan Guaranty Trust Company of 
New York, New York 
J. Henry Schroder Bank & 
Trust Company, 
New York, New York 
Mellon Bank, N.A., 
Pittsburgh, Pennsylvania 


10,000,000 


45,000,000 
10,000,000 


8,000,000 


5,300,000 


4,000,000 
$150,000,000 


Arkansas maintains accounts with the above Arkan- 
sas banks, and, although balances in these 
accounts may be deemed to be compensating balan- 
ces, these accounts are stated to be working 
accounts, and fluctuations in their balances do not 
reflect or depend upon fluctuations in the amounts 
of bank loans outstanding. Assuming that a 15% 
compensating balance is maintained and assuming 
a 15.25% prime rate, the effective interest cost 
would be 17.94%. The above non-Arkansas banks 
may require additional compensating balances of 
up to 10% of the amount of the commitment for 
loans and in some instances may require additional 
compensating balances or fees equivalent thereto 
not exceeding in any event 10% of the average 
annual amount of the loans outstanding from those 
banks. Assuming a 15.25% prime rate and a 20% 
compensating balance, the effective interest cost 
on loans from the non-Arkansas banks would be 
19.06%. 


Arkansas proposes to issue, reissue, and sell com- 
mercial paper in denominations of not less than 
$100,000 directly to a dealer in commercial paper at 
a discount which will not be in excess of the dis- 
count rate per annum prevailing at the date of issu- 
ance for commercial paper of comparable quality of 
that particular maturity. The proposed commercial 
paper will be in the form of unsecured promissory 
notes with varying maturities not to exceed 270 
days, the actual maturities to be determined by 
market conditions, effective cost of money to Arkan- 
sas, and the company’s anticipated cash require- 
ments at the time of issuance. In accordance with 
the established custom and practices in the market, 
the proposed commercial paper will not be payable 
prior to maturity. No commission or fee will be paya- 
ble by Arkansas in connection with the issuance 
and sale of commercial paper. The dealer, as princi- 
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pal, will reoffer and sell the commercial paper at a 
discount rate of 1/10 of 1% per annum less than the 
prevailing discount rate to the company. The dealer 
in reoffering the commercial paper will limit the 
reoffer and sale to a non-public customer list of not 
more than 200 buyers of commercial paper. It is 
anticipated that the commercial paper will be held 
by the buyers to maturity; however, the dealer may, 
if desired by a buyer, repurchase the commercial 
paper for resale to others on the list of customers. 


It is stated that the application of the competitive 
bidding requirements of Rule 50 with respect to the 
issuance and sale of commercial paper is not neces- 
sary or appropriate in the public interest or for the 
protection of investors or consumers because the 
commercial paper will have a maturity not in excess 
of 270 days, current rates for commercial paper for 
such prime borrowers as Arkansas are published 
daily in financial publications, and it is not practical 
to invite bids for commercial paper. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated not to 
exceed $7,000. It is stated that no state commission 
and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 31, 1979, 

request in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the declaration, as filed or as it may 
be further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21328/December 5, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 


GPU SERVICE CORPORATION 
100 Interpace Parkway 
Parsippany, New Jersey 07054 


(70-6151) 


NOTICE OF PROPOSED EXTENSION OF AND 
ADJUSTMENT IN SHORT-TERM DEBT 
AUTHORIZATION 


NOTICE IS HEREBY GIVEN that General Public Utili- 
ties Corporation (““GPU”), a registered holding com- 
pany and its service company subsidiary General 
Public Utilities Service Corporation (“Service Com- 
pany’), have filed with this Commission a posteffec- 
tive amendment to its declaration previously filed 
and amended in this matter pursuant to the Public 
Utility Holding Company Act of 1935 (“‘Act’’), desig- 
nating Section 6(a), 7 and 12 of the Act as applicable 
to the proposed transactions. All interested persons 
are referred to the declaration, as amended by said 
posteffective amendment, which is summarized 
below, for a complete statement of the proposed 
transactions. 


By orders dated May 18, 1978 (HCAR No. 20550) 
and July 31, 1978 (HCAR No. 20652), this Commis- 
sion authorized (a) Service Company to issue its 
unsecured promissory notes maturing on 
December 31, 1979, evidencing borrowings of up to 
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$13,000,000 from Hartford National Bank and Trust 
Company (‘‘Hartford’’) and Citibank, N.A., and (b) 
GPU to guarantee the payment of principal and 
interest on such borrowings. Such promissory 
notes were to bear interest at 105% of the banks’ 
prime rate for commercial borrowings as in effect 
from time to time. The proceeds from such borrow- 
ings were to be used to finance the construction and 
partial equipping of a 125,000 sq. ft. headquarters 
office building to be constructed by Service Com- 
pany on a 25 acre site in Parsippany, New Jersey, or 
to reimburse Service Company’s treasury for funds 
previously expended therefrom for such purposes. 
By order dated June 5, 1979 (HCAR No. 21082) this 
Commission authorized Service Company to secure 
such borrowings by granting Hartford a first mort- 
gage on the 25 acre site and office building. At the 
date hereof, Service Company has outstanding 
$12,700,000 principal amount of such promissory 
notes. 


GPU and Service Company are seeking more per- 
manent financing arrangements for the building. 
Pending the making of such arrangements, GPU 
and Service Company by posteffective amendment 
now request that the time during which Service 
Company may issue, and GPU may guarantee, 
notes evidencing borrowings from Hartford and Cit- 
ibank, as well as the maturity date of such notes, be 
extended until December 31, 1980. In addition, 
GPU and Service Company further request that 
such notes be permitted to bear interest at 108% of 
the prime rate, in effect from time to time, during the 
period January 1, 1980 through December 31, 
1980. In all other respects the transactions as here- 
tofore authorized by the Commisison would remain 
unchanged. 


A statement of fees, commissions and expenses to 
be incurred in connection with the proposed tran- 
sactions will be filed by amendment. | tis stated that 
no state of federal commission, other than this Com- 
mission, has jurisdiction in connection with the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 28, 1979, request 
in writing that a hearing be held on such matter, 
Stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised by 
said declaration, as amended by sais post-effective 
amendment, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
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Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or 
by mail upon the declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the as 
amended by said post-effective amendment or as it 
may be further amended, may be permitted to 
become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 the- 
reof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21329/December 6, 1979 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


(70-6364) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON SHARES PURSUANT TO DIVIDEND 
REINVESTMENT PLAN AND GRANTING REQUEST 
FOR EXEMPTION FROM COMPETITIVE BIDDING 


Eastern Utilities Associates (‘‘EUA’’), a registered 
holding company, has filed with this Commission an 
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application-declaration and amendments thereto 
pursuant to Sections 6(a), 7, 9(a), 10 and 12(c) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 42(a) and 50(a)(5) promulgated 
thereunder concerning the following proposed 
transaction. 


EUA presently has in effect an Automatic Dividend 
Reinvestment Service (‘Dividend Service”), pur- 
suant to which shareholders may have cash 
dividends used to purchase EUA common shares 
and may make limited additional cash payments for 
the purchase of such shares, in either case through 
Citibank, N.A., as agent. EUA also presently has in 
effect a Payroll Investment Program (‘‘Payroll Pro- 
gram’), pursuant to which eligible employees of 
EUA and its subsidiaries may authorize payroll de- 
ductions to be used for the purchas of EUA common 
shares through Advest Company as agent. 
Purchases of shares under both the Dividend 
Service and the Payroll Program are made by the 
agent in the open market at 100% of the market 
price, and all charges, including brokerage com- 
missions, for such purchases are paid by EUA. 


EUA proposes to modify and combine the Dividend 
Service and Payroll Program into a Dividend Rein- 
vestment and Common Share Purchase Plan 
(‘‘Plan’’), in which holders of EUA’s common shares 
and eligible employees of EUA and its subsidiaries 
may participate. The Plan will be completely 
separate from EUA’s Employee Stock Ownership 
Plan, which was authorized by order dated October 
12, 1977 (HCAR No. 20208). Participants in the 
existing Dividend Service and Payroll Program will 
automatically become participants in the Plan, and 
shares held by Citibank, N.A., and Advest Company 
will be transferred to the Plan. EUA requests 
authorization to issue and sell from time to time 
through March 31, 1982, up to 200,000 of its 
authorized but unissued common shares pursuant 
to the Plan. 


Participants in the Plan may (a) have cash dividends 
on all of their common shares automatically 
reinvested at a 5% discount; (b) have cash dividends 
on a portion of their common shares automatically 
reinvested at a 5% discount; (c) continue to receive 
cash dividends on their sdhares and make optional 
cash payments as often as monthly for investment 
(with no discount); or (d) reinvest all or a portion of 
their cash dividends and make optional cash 
payments for investment (with no discount). EUA 
reserves the right to refuse optional cash payments 
by any participant in excess of $5,000 in any 
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calendar quarter. While it is contemplated that 
shares purchased under the Plan will generally be 
original-issue shares, EUA reserves the right to 
direct the purchase of common shares in the open 
market. All permanent full time employees of EUA 
and its subsidiaries are eligible to join the Plan, and 
may arrange to make optional cash payments 
through regular payroll deductions (not to exceed 
$50 per week or $200 per month). 


The price of common shares purchased through the 
reinvestment of dividends will be 95% of the 
average of the closing sales price of EUA’s common 
shares for the five trading days preceding the In- 
vestment Date as reported by 7he Wall Street 
Journal as composite transactions, and the price of 
shares purchased with optional cash payments will 
be 100% of said average price. The Investment Date 
will be the dividend payment date in months in 
which a dividend is payable, and the 15th of the 
month (or the next business day if the 15th is a 
Saturday, Sunday or holiday) in all other months. 


A participant may change his option at any time, and 
may withdraw from the Plan at any time by written 
notice. Shares credited to a participant's account will 
be voted in accordance with his instructions. 


The Plan will be administered by The First National 
Bank of Boston, or such successor bank or trust 
company as EUA shall from time to time designate, 
as agent. All costs of administration of the Plan will 
be paid by EUA. There will be no brokerage 
commissions or service charges to participants in 
connection with purchases under the Plan; a 
participant who requests that his shares be sold will 
be charged a brokerage commission and any transfer 
tax in connection with such sale. 


The proceeds from the sale of common shares issued 
under the Plan will be used by EUA for investments in 
its subsidiaries, for the payment of its indebtedness 
or for other corporate purposes. 


EUA requests an exemption from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance and sale of common shares to the Plan pur- 
suant to Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$36,780, including legal fees of $11,500, printing 
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expenses of $10,000 and agent fees of $6,750. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the'filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21252), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that (1) certificates thereunder shall be filed quarterly, 
including a summary of the total shares issued and 
total net proceeds realized, and (2) the certificate 
reporting the results of the first quarter of the 
calendar year shall also include a summary of the 
total expenses incurred, directly or indirectly, by EUA 
from operating the Plan during the preceding 
calendar year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21330/December 6, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-5750) 


ORDER AUTHORIZING EXTENSION OF SHORT- 
TERM BORROWING AUTHORIZATION 


New England Electric System (“NEES”), a registered 
holding company, has filed with this Commission 
post-effective amendments to its application- 
declaration previously filed and amended in this 
matter pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’”’), and 
Rule 50 promulgated thereunder, concerning the 
following proposed transactions. 


By orders dated December 1, 1975, May 23, 1977 and 
December 18, 1978 (HCAR Nos. 19272, 20047 and 
20834, respectively), NEES was authorized to issue 
short-term notes through December 31, 1979 in an 
aggregate amount not to exceed $25,000,000 
outstanding at any one time. 


By post-effective amendment filed in this proceeding, 
it is now proposed that such borrowing authority be 
extended until December 31, 1980. 


Although no formal commitments have been made, 
NEES expects such borrowings will be effected from 
among the following banks: 


Bank of America, North America 
Division New York, N.Y. 

Brown Brothers, Harriman and Company, 
Boston, Massachusetts 

Continental Illinois National Bank and 
Trust Company, Chicago, Illinois 

Chase Manhattan Bank, N.A., 

New York, N.Y. 

Chemical Bank, New York, N.Y.* 

Citibank, N.A., New York, N.Y. 

Irving Trust Company, New York, N.Y. 


$ 500,000 
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Manufacturers Hanover Trust, New York 500,000 

Manufacturers Hanover Trust, 
New York, N.Y. 

Morgan Guaranty Trust Company 
New York, N.Y. 

The First National Bank of Chicago, 
Chicago, Illinois 


500,000 
4,500,000 
500,000 


$25,000,000 


The proposed borrowings will be evidenced by notes 
payable maturing in less than one year from the date 
of issuance and will provide for prior payment in 
whole or in part without premium or penalty. NEES 
will either maintain compensating balances of 10% of 
the line of credit and 10% of any borrowings there- 
under, or, in lieu of such compensating balances, will 
pay fees equivalent to such compensating balance 
requirements. If the full amount were borrowed from 
the banks, the effective interest cost to NEES would 
be 18.75% based on a prime commercial rate of 15%. 
The amount that NEES may borrow from a 
particular bank may be increased or decreased, but 
at no time will the aggregate amount of short-term 
borrowings from all banks exceed the authorization 
requested. 


NEES expects to make a capital contribution to its 
subsidiary, New England Power Company (NEP), in 
December 1979 in the amount of $20,000,000. 
Additional capital contributions to NEP aggregating 
$40,000,000 are expected to be made in 1980. These 
transactions will be the subject of separate filings 
with the Commission. The extension of NEES’s 
authority to borrow from banks is requested in order 
to assure that NEES will be in a position (1) to make 
capital contributions to NEP; (2) to make loans to 
another subsidiary, New England Energy Incorp- 
orated, in furtherance of its fuel exploration and 
development program; and (3) to allow NEES 
flexibility in the timing of its next public common 
share issue. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. There are no additional fees 
or expenses to be incurred in connection with the 
proposed transactions. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21278), and no 
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hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendments, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-deciaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21331/December 6, 1979 


in the Matter of 


NEW ENGLAND POWER COMPANY 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6370) 


ORDER AUTHORIZING CAPITAL CONTRIBUTION 
BY HOLDING COMPANY TO SUBSIDIARY 


New England Electric System (“NEES”), a registered 
holding company, and its electric utility subsidiary 
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company, New England Power Company 
(“NEPCO”), have filed with this Commission an 
application-declaration pursuant to Sections 9(a), 10 
and 12 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 42(a) and 45 promulgated 
thereunder concerning the following proposed 
transaction. 


NEES proposes to make a capital contribution to 
NEPCO of $20,000,000. NEPCO will use such 
contribution to repay a like amount of its short-term 
promissory notes issued to pay for capital expen- 
ditures or to reimburse its Treasury therefor. NEPCO 
anticipates that its short-term indebtedness will 
aggregate approximately $51,000,000 at the time of 
the proposed capital contribution. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including $500 of incidental services to be 
performed at cost by New England Power Service 
Company, an affiliate of NEES. No state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21259), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the Rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable-declar- 
ation, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21332/December 6, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6304) 


ORDER AUTHORIZING POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASE OF SHORT-TERM 
BORROWINGS 


Middle South Utilities, Inc. (‘Middle South”), a 
registered holding company, has filed with this Com- 
mission a post-effective amendment to the 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 
of 1935 (‘‘Act’’) regarding the following transaction. 


By order in this proceeding dated June 7, 1979(HCAR 
No. 21093), Middle South entered into a revolving 
credit agreement (‘Credit Agreement’) providing for 
the issuance and sale by Middle South of its 
unsecured short-term promissory notes to a group of 
banks headed by Manufacturers Hanover Trust 
Company. Under the terms of the Credit Agreement, 
Middle South is authorized to borrow and reborrow 
from the participating banks until June 27, 1980, up 
to an aggregate principal amount of $174,800,000 
outstanding at any one time, to be evidenced by its 
unsecured promissory notes payable June 27, 1980 
(“Notes”). As of October 31, 1979, the principal 
amount of Middle South’s Notes issued and 
outstanding under the Credit Agreement aggregated 
$164,000,000. 


Middle South now proposes to amend the Credit 
Agreement so as to increase from $174,800,000 to 
$226,820,000 the aggregate principal amount of 
Notes which Middle South may issue and sell to the 
participating banks thereunder. The reason for the 
proposed increase is to provide Middle South with 
the necessary financial flexibility in the event that 
proposed long-term financings are not obtainable by 
the company at planned dates due to unforeseen 
market conditions. Under the Credit Agreement, as 
proposed to be so amended, the Notes will be issued 
to participating banks to the extent of their revised 
participants (collectively, the ‘‘Commitments’”’) as 
follows: 
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Maximum Principal 
Amount Authorized to 
be Borrowed under 
Present Commitments 


Name of Bank 





Maximum Principal 
Amount Proposed to 
fe Borrowed wnder 
Revised Commitments 





Manufacturers Hanover 
Trust Company 


The First National Bank 
of Chicago 


Bank of America National 
Trust and Savings Assn. 


Continental Illinois National 
Bank and Trust Company of 
Chicago 


The First National Bank of 
Boston 


The Northern Trust Company 


Irving Trust Company 


Morgan Guaranty Trust 
Company of New York 


North Carolina National Bank 
First Pennsylvania Bank, N.A. 
The Fidelity Bank 

Crocker National Bank 


Hartford National Bank 
and Trust Company 


$226 ,820,000 


In connection with the increase in the Commitments 
set forth above, Middle South will agree to pay to 
each of the participating banks a commitment fee on 
the proposed additional amounts of their respective 
Commitments for the period from November 1, 1979, 
to and including June 27, 1980 (or any earlier date of 
termination of the Commitments) computed at the 
rate set forth in the Credit Agreement, which is 1/2 
of 1% per annum on the average daily unused 
portion of such Commitments in effect during the 
period for which payment is made. 
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$ 49,040,000 





$ 49,100,000 


28,000,000 49,000,000 


29,000,000 20,000,000 


24,000,000 


17,000,000 
10,000,000 


15,000,000 


13,000,000 
8,000,000 
5,720,000 
5,000,000 


6,000,000 


5,000,000 





16,000,000 


12,000,000 
8,880,000 


8,880,000 


8,000,000 
8,000,000 
4,000,000 
4,000,000 


4,000,000 


4,000,000 





$174,800,000 














Except as set forth above the terms and conditions of 
the borrowings by Middle South from the banks 
under the Credit Agreement, including the interest 
rate on and maturity date of the Notes, and right of 
prepayment, remain unchanged. 


Based upon the prime commercial loan rate of 
Manufacturers Hanover Trust Company, 15% per 
annum in effect on October 31, 1979, the effective 
interest cost of borrowings by Middle South under 
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the Credit Agreement as of the date would be 16.5% 
per annum. 


It is stated that no special or separate expenses are 
anticipated in connection with the proposed 
transactions and that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21289), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1246/SEC DOCKET 





INVESTMENT COMPANY ACT OF 
1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10961/November 30, 1979 


In the matter of 


AMERICAN GENERAL ENTERPRISE FUND, 
INC. 


and 


EQUITY GROWTH FUND OF AMERICA, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(812-4563) 


NOTICE OF FILING APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that American General 
Enterprise Fund, Inc. (‘Enterprise’) and Equity 
Growth Fund of America, Inc. (‘Equity Growth’’) 
(hereinafter collectively referred to as Applicants’), 
both registered under the Investment Company Act 
of 1940 ('’Act’’) as open-end, diversified, manage- 
ment investment companies, filed an application on 
November 5, 1979, pursuant to Section 17(b) of the 
Act for an order of the Commission exempting from 
the provisions of Section 17(a) of the Act the pro- 
posed combination of Equity Growth with and into 
Enterprise. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicants state that the proposed combination is 
part of an overall plan of consolidation of certain of 
the mutual funds managed by American General 
Capital Management, Inc. (“Management”), the 
investment adviser of each of the Applicants and a 
wholly-owned subsidiary of American General In- 
surance Company. Such overall plan was under- 
taken by the independent directors of the Applicants 
and the other mutual funds managed by Manage- 
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ment to effect operating economies, which are 
expected to benefit Applicant's stockholders. 


Applicants state that, as of August 31, 1979, the net 
assets of Enterprise and Equity Growth were 

$422,928,971 and $33,422,295, respectively. On 
that date Enterprise had 54,906,837 shares out- 
standing and Equity Growth had 3,852,437 shares 
outstanding. Each Applicant is a Maryland corpora- 
tion. Applicants represent that, since the same 
investment adviser, principal underwriter and stock 
transfer agent serve each Applicant, and since the 
Applicants have certain common directors, the 
Applicants may be deemed to be under “common 
control’ and, therefore, ‘‘affiliated persons” of each 
other within the meaning of Section 2(a)(3)(C) of 
the Act. 


Applicants state that they have entered into an 
Agreement and Plan of Reorganization (‘’Plan’’) 
dated September 7, 1979, which provides for (i) the 
combination of the Applicants to be accomplished 
through the transfer of Equity Growth’s assets to 
Enterprise in exchange for shares of Enterprise; (ii) 
the distribution on a pro rata basis to stockholders of 
Equity Growth of all shares of Enterprise received 
by Equity Growth; and (iii) the dissolution of Equity 
Growth after such distribution (hereinafter referred 
to as the “Combination”. The number of Enterprise 
shares to be issued to the stockholders of Equity 
Growth will be determined by dividing the aggre- 
gate net asset value of Equity Growth by the per 
share net asset value of Enterprise, all to be deter- 
mined as of the close of the New York Stock 
Exchange on the closing date of the proposed Com- 
bination, which is expected to be December 31, 
1979. If the proposed Combination had taken place 
on August 31, 1979, Enterprise would have issued 
4,224,787 Enterprise shares valued at $32,542,121 
in exchange for the net assets of Equity Growth. The 
valuation procedures to be used in determining the 
net assets of each Applicant are the same. On the 
effective date of the proposed Combination all of the 
propoerty and assets of Equity Growth, except for 
approximately $10,000 which will be retained by 
Equity Growth to provide for the payment of accrued 
but unpaid Plan expenses, will be transferred to 
Enterprise. Each Applicant will pay its respective 
expenses of the proposed Combination, which are 
estimated to be approximately $20,000 for Enter- 
prise and $81,000 for Equity Growth. Enterprise 
will assume all liabilities of Equity Growth except 
expenses associated with the proposed Combination. 


No tax adjustment will be made to the net assets of 
either Applicant to reflect any potential income tax 
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effect which might result from any differences in 
the proportionate amount of capital loss carryfor- 
wards of each Applicant because of the difficulty in 
predicting the potential use by Enterprise or Equity 
Growth of such loss carryforwards. Based on June 
30, 1979 asset values, stockholders of Equity 
Growth will own 7% of the outstanding shares of 
Enterprise following consummation of the proposed 
Combination. Consequently only 35% of Equity 
Growth’s capital loss carryforwards at the Closing 
Date will be available to the combined fund after the 
Closing Date. 


The number of shares of Enterprise received by 
each stockholder of Equity Growth will be regis- 
tered on the books of Enterprise promptly after the 
effective date of the proposed Combination. Each 
such stockholder will be advised of the number of 
shares so registered. Holders of certificates for 
shares of Equity Growth will immediately become 
owners of the appropriate number of shares of 
Enterprise, but no certificates will be issued until 
any outstanding Equity Growth certificate is ten- 
dered to the transfer agent. If the registration with 
respect to any shares is to be changed, the stock- 
holder will be responsible for any transfer taxes 
incurred, and must provide a signature guarantee 
on the instrument of transfer. All dividends and 
distributions paid on shares of the combined fund 
will be paid to the stockholder in cash or reinvested 
in shares of the combined fund in accordance with 
any option previously in effect, unless the stock- 
holder furnishes different instructions to the 
transfer agent in writing. 


Applicants state that the proposed Combination is 
contingent upon: (1) approval by the holders of at 
least 50 percent of the outstanding stock of Equity 
Growth; (2) receipt of opinions of counsel that the 
proposed Combination will constitute a tax-free 
reorganization; (3) issuance of the Order requested 
by the instant application; and (4) receipt of opinions 
of counsel respecting certain legal matters in con- 
nection witht he proposed Combination. At any time 
prior to consummation of the proposed Combina- 
tion the Board of Directors or President of either 
Applicant may waive any of the terms or conditions 
of the Plan benefiting such Applicant, if in the opin- 
ion of the Board of Directors or President such 
waiver will not have a material adverse effect onthe 
benefits intended under the Plan to accrue to the 
stockholders of each Applicant. 


Applicants state that Enterprise’s investment objec- 
tive is growth of the stockholders’ investment, prin- 
cipally through the ownership of growth common 
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stocks. Equity Growth’s primary investment objec- 
tive is appreciation of capital. Protection of capital 
values and, to a lesser extent, current return on 
portfolio investments also are important, although 
secondary to the objective of capital appreciation. 
The relative proportion of the various types of secur- 
ities in each Applicant's portfolio is substantially 
similar. In the opinion of Management the invest- 
ment objectives of the Applicants are compatible. 


Applicants also state that, although there are some 
variations in the investment restrictions applicable 
to Enterprise and Equity Growth, none of such vari- 
ations is considered by Management to be of mate- 
rial significance in the management of Applicants’ 
portfolios. If the proposed Combination is consum- 
mated, the investment restrictions and policies of 
Enterprise will become the investment restrictions 
and policies of the combined fund. In addition, the 
application states that, in the opinion of Manage- 
ment, the pro forma composition of the combined 
fund's portfolio is compatible with Enterprise's 
investment objective, investment policies and 
investment restrictions. Therefore, no sales of 
securities in the portfolio of Equity Growth will be 
required to conform to Enterprise’s investment 
objective, investment policies and investment res- 
trictions. However, the application also states that, 
because of differing investment strategies of the 
portfolio managers for the two funds, there will be 
some realignment of the current Equity Growth 
portfolio prior to the proposed Combination. The 
extent of such realignment will depend upon an 
appraisal of the fundamental attractiveness and 
compatibility with Enterprise’s investment strategy 
(but not fundamental investment policies, objec- 
tives and restrictions) of athe securities owned by 
Equity Growth. Applicants state that it is contem- 
plated that most securities not considered compati- 
ble with Enterprise’s investment strategy will be 
sold before the effective date of the proposed Com- 
bination. Management presently expects that such 
realignment might involve the sale of up to 50% of 
the equity securities owned by the Fund, which 
would be approximately 40% of Equity Growth’s 
total net assets. 


Applicants state that, as a result of the acquisition 
by merger of American General Capital Growth 
Fund (‘Capital Growth’) on August 31, 1979, 
Enterprise became a successor plaintiff in several 
pending class actions involving a capital loss to 
Capital Growth of $2,127,538 in 1971 upon the 
sale of securities of Viatron Computer Corporation 
(“Viatron”). A partial settlement with certain of the 
defendants has been approved in the District Court, 
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but other defendants have appealed and oral argu- 
ment before the United States Court of Appeals for 
the first Circuit was held on November 7, 1979. At 
such time as the approval of the settlement 
becomes final, Enterprise proposes to record as an 
asset the fair value as determined by its Board of 
Directors of its portion of the proceeds of the partial 
séttlement. Based upon the amount of claims filed 
to date by class members, and based upon antici- 
pated attorneys’ fee applications, it presently is esti- 
mated that Enterprise’s portion of the proceeds of 
the partial settlement, including reimbursement of 
certain legal fees and expenses, would approximate 
$425,000 or less than one cent per share on the 
basis of 54,906,837 outstanding shares on August 
31, 1979. All legal fees and expenses paid by Capi- 
tal Growth (amounting to approximately $345,000 
through August 31, 1979) in prosecuting this litiga- 
tion have been charged off and no amounts attribu- 
table to this litigation are presently included in the 
calculation of Enterprise’s net asset value. 


If the proposed Combination is consummated, any 
amounts which otherwise would accrue to Enter- 
prise after the effective date as a result of final 
approval of the partial settlement or any recovery 
from the remaining defendants as a result of the 
continued prosecution of the lawsuits will accrue to 
the combined fund. Since Equity Growth stock- 
holders’ ownership interest in the combined fund 
will constitute about 7% of the combined fund, the 
proposed Combination would have the effect of 
diluting by 7% the benefit received by present Enter- 
prise stockholders from any recovery which may 
accrue after consummation of the proposed Combi- 
nation. All legal fees incurred after the proposed 
Combination in connection with prosecution of the 
lawsuits will be borne by all stockholders of the 
combined fund. If the proposed Combination is not 
consummated, any recovery and all future legal 
expenses will accrue to and be borne bythe present 
Enterprise stockholders. 


The application states that the Board of Directors of 
Enterprise specifically considered the Viatron litiga- 
tion and the dilution which would result from the 
proposed Combination in Enterprise's interest in 
any recover realized after the effective date of the 
proposed Combination. The Board, after weighing 
the benefits of the proposed Combination and tak- 
ing into account probable delays and the specula- 
tive nature of any recoveries as well as the relatively 
small degree of potential dilution, concluded in its 
business judgement that the proposed Combination 
was in the best interests of the stockholders of 
Enterprise. 
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Section 17(a) of the Act provides, in pertinent part, 
that it is unlawful for any affiliated person of a 
registered investment company, or any affiliated 
person of such an affiliated person, acting as princi- 
pal knowingly to sell to or purchase from such 
investment company any security or other property, 
Subject to certain exceptions. Section 17(b) of the 
Act provides that the Commission may, upon appli- 
cation, exempt a proposed transaction from the pro- 
visions of Section 17(a) of the Act if the evidence 
establishes that the terms of the proposed transac- 
tion, including the consideration to be paid or 
received, are fair and reasonable and do not involve 
overreaching on the part of any person concerned, 
and that the proposed transaction is consistent with 
the policy of each registered investment company 
concerned, and with the general purposes of the 
Act. 


Applicants state that because the proposed Combi- 
nation may be deemed to involve the purchase and 
sale of securities and other property between affil- 
iated registered investment companies, unless 
exempted, it may be deemed to violate Section 1 7(a) 
of the Act. Applicants represent that the terms of 
the proposed Combination are reasonable and fair 
and do not involve overreaching on the part of any 
person concerned since the assets of Equity Growth 
are being acquired by Enterprise in exchange for 
shares of Enterprise on the basis of their respective 
net asset values. 


Applicants assert that consummation of the pro- 
posed Combination is expected to benefit their 
stockholders through an overall reduction in operat- 
ing expenses over the long run. This reduction is 
expected to result (i) from a reduction in the effec- 
tive investment advisory fee rate because of break- 
points in the current investment advisory fee 
schedule and (ii) from the elimination of certain 
operating expenses which would be duplicative in 
absence of the proposed Combination. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than December 21, 1979 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the rea- 
sons for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
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mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul-gated 
under the act, an order disposing of the appli-cation 
herein will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fizsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10962/November 30, 1979 


In the Matter of 


FUND OF AMERICA, INC. 


and 


AMERICAN GENERAL TOTAL RETURN FUND, 
INC. 

2777 Allen Parkway 

Houston, Texas 77019 


(812-4537) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING PROPOSED TRANSACTION 
FROM THE PROVISIONS OF SECTION 17(a) OF 
THE ACT. 


On October 31, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10924) of an appli- 
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cation filed on September 18, 1979, and an amend- 
ment thereto on October 22, 1979, by Fund of 
America, Inc, (‘““FOA’’) and American General Total 
Return Fund, Inc. (‘Total Return’) (hereinafter col- 
lectively referred to as ‘‘Applicants’”’), both registered 
under the Investment Company Act of 1940 (‘‘Act’’) 
as open-end, diversified, management investment 
companies pursuant to Section 17(b) of the Act for 
an order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed 
combination of Total Return with and into FOA 
through the exchange of shares of FOA, at net asset 
value, for the assets of Total Return. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that the terms of the proposed transaction, including 
the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consistent with the policies of the 
Applicants and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed combination of Total Return 
into FOA through the exchange of shares of FOA at 
net asset value for the assets of Total Return be, and 
hereby is, exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10963/November 30, 1979 


In the Matter of 


AMERICAN GENERAL INSURANCE COM- 
PANY 


and 


AMERICAN GENERAL EXCHANGE FUND 
(A California Limited Partnership) 


2727 Allen Parkway 
Houston, Texas 77019 


(812-4526) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING PROPOSED TRANSACTION 
FROM THE PROVISIONS OF SECTION 17(a) OF 
THE ACT. 


On October 31, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10925) of an applica- 
tion filed on August 27, 1979, and an amendment 
thereto on October 18, 1979, by American General 
Insurance Company (‘‘American General’’) and 
American General Exchange Fund (A California 
Limited Partnership) (the ‘‘Fund’’), registered under 
the Investment Company Act of 1940 (the “‘Act’’) as 
an open-end, diversified management investment 
company (hereinafter the Fund and American General 
are collectively referred to as the ‘“‘Applicants’’), pur- 
suant to Section 17(b) of the Act for an order of the 
Commission exempting from the provisions of 
Section 17(a) of the Act the proposed sale of 5,000 
shares of the common stock of Lincoln National 
Corporation (‘Lincoln’) by the Fund to American 
General. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 
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The matter has been considered, and it is found, on 
the basis of the information stated in the application, 
that the terms of the proposed transaction, including 
the consideration to be paid or received, are fair and 
reasonable and do not involve overreaching on the 
part of any person concerned, and that the proposed 
transaction is consistent with the Fund’s investment 
policy and with the general purposes of the Act. 
Accordingly, 


IT iS ORDERED, pursuant to Section 17(b) of the Act 
that the proposed sale of the 5,000 shares of Lincoln 
common stock by the Fund to American General be, 
and hereby is, exempted from the provisions of 
Section 17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10964/November 30, 1979 


In the Matter of 


FIDELITY TAX-EXEMPT MONEY MARKET 
TRUST 

82 Devonshire Street 

Boston, Massachusetts 02109 


(812-4508) 


NOTICE OF FILING OF AN APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS 
OF SECTION 2(a)(41) OF THE ACT AND RULES 2a-4 
AND 22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Fidelity Tax-Exempt 
Money Market Trust (‘Applicant’), registered under 
the Investment Company Act of 1940, as amended, 
(“Act’) as an open-end, diversified mangement 
investment company, filed an application on July 17, 
1979, and amendments thereto on November 15, 
1979, and November 28, 1979, requesting an order of 
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the Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
2(a)(41) of the Act and Rules 2a-4 and 22c-1 there- 
under to the extent necessary to permit Applicant to 
value its portfolio securities using the amortized cost 
method of valuation. All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant states that it registered under the Act on 
June 19, 1979, as an investment company and is 
designed as an investment vehicle for substantial 
investors who desire tax-exempt income from a port- 
folio of high quality short-term municipal obligations. 
According to the application, Applicant's investment 
objective is to provide as high a level of current 
income as is consistent with the stability of principal 
and liquidity. The application also states that Fidelity 
Management and Research Company will serve as 
the investment adviser to Applicant. A registration 
statement on Form N-1 under the Securities Act of 
1933 covering shares of common stock of Applicant 
has been filed with the Commission, but has not yet 
become effective. Thus, a public offering of Appli- 
cant’s common shares has not comrnenced. Appli- 
cant’s common shares will be offered for sale to the 
public at net asset value without a sales charge. 


Applicant represents that it will invest in a diversified 
portfolio of short-term municipal obligations whose 
interest payments are exempt from federal income 
tax, and in commitments to purchase such securities 
on a “when-issued” basis. These securities are issued 
by cities, municipalities or municipal agencies and will 
include Tax Anticipation Notes, Revenue Anticipation 
Notes, Tax and Revenue Anticipation Notes, Bond 
Anticipation Notes, Grant Anticipation Notes, 
Construction Loan Notes and Short-Term Discount 
Notes. Applicant may also invest in Project Notes, 
which are instruments sold by the U.S. Department 
of Housing and Urban Development but issued by a 
state or local housing agency. The application states 
that the maturities of these instruments at the time of 
issue generally will range between three months and 
one year or, in some cases, slightly more than one 
year, and that the dollar-weighted average of the 
Fund's portfolio will at all times be 120 days or less. 
Applicant states that it may invest in municipal 
securities whose original maturities were in excess of 
one year if at the time of purchase the remaining time 
to maturity is less than one year. 


Applicant represents that its investments will be 
limited to those obligations which are backed by the 
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full faith and credit of the United States or are rated 
MIG-1 or MIG-2 by Moody’s Investors Services, Inc. 
(“Moody's”) and, in the case of Short-Term Discount 
Notes, A-1 by Standard & Poor's Corporation 
(“S&P’’) and Prime-1 by Moody’s, or if the notes are 
not rated then the issuer’s long-term bond rating 
must be at least A as determined by Moody’s or by 
S&P. Applicant may also purchase other types of 
tax-exempt instruments as long as they meet 
standards of quality equivalent to those described 
above. 


The application states that all of the above instru- 
ments are generally offered on the basis of a quoted 
yield to maturity and the price of the security is 
adjusted so that relative to the stated range of 
interest it will return the quoted rate to the purchaser. 
The Applicant states that it intends to declare and 
pay its net income as a dividend to its shareholders 
on a daily basis and distribute it monthly, and that 
“net income’ for this purpose will consist of all 
interest income accrued on the portfolio assets of 
the Applicant, less all expenses of the Applicant. The 
application also states that if the Applicant values its 
securities on an amortized cost basis there will be no 
calculation for realized or unrealized capital gains or 
losses, and that since the daily dividend will be paid 
in the form of additional shares of the Applicant, the 
Applicant's per share net asset value will remain at a 
constant $1.00 amount. Applicant represents that the 
nature of the investments which it proposes to make 
have characteristics which are similar to those 
securities which are generally designated as money 
market instruments. 


As here pertinent, Section 2(a)(41) of the Act defines 
value to mean: (1) with respect to securities for which 
market quotations are readily available, the market 
vaiue of such securities, and (ii) with respect to other 
securities and assets, fair value as determined in good 
faith by the board of directors. Rule 22c-1 adopted 
under the Act provides, in part, that no registered 
investment company or principal underwriter therefor 
issuing any redeemable security shall sell, redeem or 
repurchase any such security except at price based 
on the current net asset value of such security which 
is next computed after receipt of a tender of such 
security for redemption or of an order to purchase or 
sell such security. Rule 2a-4 adopted under the Act 
provides, as here relevant, that the ‘‘current net asset 
value”’ of a redeemable security issued by a registered 
investment company used in computing its price for 
the purposes of distribution, redemption and repur- 
chase shall be an amount which reflects calculations 
made substantially in accordance with the provisions 
of that rule, with estimates used where necessary or 
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appropriate. Rule 2a-4 further states that portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current market 
value, and that other securities and assets shall be 
valued at fair value as determined in good faith by the 
board of directors of the registered company. Prior to 
the filing of the application, the Commission 
expressed its view that, among other things, (1) Rule 
2a-4 under the Act requires that portfolio instruments 
of “money market’’ funds be valued with reference to 
market factors, and (2) it would be inconsistent, 
generally, with the provisions of Rule 2a-4 for a 
“money market” fund to value its portfolio instru- 
ments on an amortized cost basis (Investment 
Company Act Release No. 9786, May 31, 1977). In 
view of the foregoing, Applicant requests exemptions 
from the provisions of Section 2(a)(41) of the Act, 
and Rules 2a-4 and 22c-1 thereunder, to the extent 
necessary to permit Applicant to value its portfolio 
securities by means of the amortized cost method of 
valuation (i.e., valuing securities at cost, adjusted for 
amortization of premium or accretion of discount). 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions, from any pro- 
vision or provisions of the Act or of the rules there- 
under, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


In support of the relief requested, Applicant states 
that sophisticated individual, professional and institu- 
tional investors are expected to own shares repre- 
senting a large portion of the Applicant's total assets 
and that those shareholders, as well as investors with 
similar circumstances, will represent the most impor- 
tant source of potential investments in the Applicant. 
In this regard, Applicant states that its experience has 
been that in order to attract such investors and retain 
them as shareholders, the Applicant must have a 
stable net asset value, preferably at $1.00 per share, 
and a constant and steady flow of investment 
income. Applicant also states that it will not own 
portfolio securities having maturities exceeding one 
year, and its average portfolio maturity will not 
exceed 120 days. Applicant further states that its 
experience has been that with respect to municipal 
securities maturing in 120 days or Jess, there is 
normally a negligible discrepancy between market 
value and the amortized cost value of such securities. 
On the basis of the foregoing, Applicant believes that 
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the valuation of its portfolio securities on the 
amortized cost basis will benefit its shareholders by 
enabling Applicant to more effectively maintain its 
$1.00 price per share while providing shareholders 
with the opportunity to receive a flow of investment 
income less subject to fluctuation than under pro- 
cedures whereby its daily dividend would be adjusted 
by all realized and unrealized gains and losses on its 
portfolio securities. 


Applicant consents to the following conditions being 
contained in any order of the Commission granting 
the exemptive relief requested: 


(1) In supervising Applicant’s operations and dele- 
gating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Applicant's Board of Trustees undertakes—as a par- 
ticular responsibility within the overall duty of care 
owed to its shareholders—to establish procedures 
reasonably designed, taking into account current 
market conditions and Applicant’s investment 
objectives, to stabilize Applicant's net asset value per 
share, as computed for the purpose of distribution, 
redemption and repurchase at $1.00 per share. 


(2) Included within the procedures to be adopted by 
the Board of Trustees shall be the following: 


(a) Review by the Board of Trustees, as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of 
deviation, if any, of the net asset value per 
share as determined by using available 
market quotations from Applicant’s $1.00 
amortized cost price per share, and main- 
tenance of records of such review. 





TApplicant states that to fulfill this condition, it 
intends to use actual quotations or estimates of 
market value reflecting current market conditions 
chosen by its Board of Trustees in the exercise of its 
discretion to be appropriate indicators of value. In 
addition, Applicant states that the quotations or esti- 
mates utilized may include, inter alia, (1) quotations 
or estimates of market value for individual portfolio 
instruments, or (2) values obtained from yield data 
relating to classes of money market instruments 
published by reputable sources. 
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(b) In the event such deviation from the 
$1.00 amortized cost price per share exceeds 
% of 1%, a requirement that the Board of 
Trustees will promptly consider what action, 
if any, should be initiated. 


(c) Where the Board of Trustees believes 
the extent of any deviation from Applicant's 
$1.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing shareholders, 
it shall take such action as it deems appro- 
priate to eliminate or to reduce to the extent 
reasonably practicable such dilution or unfair 
results, which action may include: redemp- 
tion of shares in kind; the sale of portfolio 
securities prior to maturity to realize capital 
gains or losses, or to shorten Applicant's 
average portfolio maturity; withholding 
dividends; or utilizing a net asset value per 
share as determined by using available 
market quotations. 


(3) Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a 
dollar-weighted average portfolio maturity in excess 
of 120 days.2 


(4) Applicant will record, maintain and preserve per- 
manently in an easily accessible place a written copy 
of the procedures (and any modifications thereto) 
described in condition 1 above, and Applicant will 
record, maintain and preserve for a period of not less 
than six years (the first two years in an easily 
accessible place) a written record of the Board of 
Trustees’ considerations and actions taken in con- 
nection with the discharge of its responsibilities, as 
set forth above, to be included in the minutes of the 
Board of Trustees’ meetings. The documents pre- 
served pursuant to this condition shall be subject to 
inspection by the Commission in accordance with 
Section 31(b) of the Act as though such documents 





2in fulfilling this condition, if the disposition of a port- 
folio instrument results in a dollar-weighted average 
portfolio maturity in excess of 120 days, Applicant 
will invest its available cash in such a manner as to 
reduce its dollar-weighted average portfolio maturity 
to 120 days or less as soon as reasonably practicable. 
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were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


(5) Applicant will limit is portfolio investments, 
including repurchase agreements if any, to those 
U.S. dollar-denominated instruments which the 
Board of Trustees determines present minimal credit 
risks, and which are of high quality as determined by 
any major rating service or, in the case of any instru- 
ment that is not so rated, of comparable quality as 
determined by the Board of Trustees. 


(6) Applicant will include in each quarterly report, as 
an attachment to Form N-10, a statement as to 
whether any action pursuant to condition 2(c) was 
taken during the preceding fiscal quarter, and, if any 
action was taken, will describe the nature and cir- 
cumstances of such action. 


The Applicant represents that its Trustees have deter- 
mined in good faith that in light of the characteristics 
of the Applicant as described above and, subject to 
compliance with the above conditions, absent 
unusual or extraordinary circumstances, the amor- 
tized cost method of valuing portfolio securities is 
appropriate and preferable for the Applicant and 
reflects fair value of such securities. Applicant further 
represents that the granting of the requested 
exemptions is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 21, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accompanied 
by a statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request shall be served personally or by 
mail (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
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will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10965/November 30, 1979 


In the Matter of 


OPPENHEIMER DIRECTORS FUND, INC. 


and 


CENTENNIAL CAPITAL SPECIAL FUND, INC. * 
One New York Plaza 
New York, New York 10004 


(812-4543) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTIONS 6(c) AND 17(b) OF THE ACT FOR AN 
ORDER EXEMPTING PROPOSED ACQUISITION 
FROM SECTIONS 22(c) AND 17(a) OF THE ACT 
AND PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER TO PERMIT 
PARTICIPATION IN PROPOSED ACQUISITION 


NOTICE IS HEREBY GIVEN THAT Oppenheimer 
Directors Fund, Inc. (‘‘Directors Fund’’), and Cen- 
tennial Capital Special Fund, Inc. (‘Centennial’) 
(“Applicants”), both open-end, diversified manage- 
ment investment companies registered under the 
Investment Company Act of 1940 (the ‘‘Act’’), filed 
an application on October 1, 1979, and amendments 
thereto on November 13, 1979, and November 19, 
1979, pursuant to Sections 6(c), 17(b) and 17(d) of 
the Act and Rule 17d-1 thereunder for an order (1) 
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exempting the proposed acquisition of substantially 
all of the assets of Centennial by Directors Fund from 
the provisions of Section 22(c) of the Act and Rule 
22c-1 thereunder to permit the proposed issuance of 
Directors Fund shares at net asset value, but at a 
price other than the price next determined after 
receipt of a purchase order; (2) exempting the pro- 
posed acquisition from the provisions of Section 
17(a) of the Act; and (3) permitting the sharing of the 
expenses of such acquisition as provided in an Agree- 
ment and Plan of Reorganization (‘‘the Agreement”). 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicants state that Directors Fund was organized 
on May 23, 1978. As of August 31, 1979, Directors 
Fund had net assets of approximately 8 million dollars 
and was beneficially owned by approximately 121 
shareholders. Directors Fund’s investment adviser is 
Oppenheimer Management Corporation (“‘OMC”’), a 
registered investment adviser under the Investment 
Advisers Act of 1940. Directors Fund’s principal 
underwriter is Oppenheimer Investor Services, Inc. 
(“OISI”), a wholly-owned subsidiary of OMC and a 
registered broker dealer under the Securities 
Exchange Act of 1934. 


Centennial was organized on May 20, 1969. As of 
August 31, 1979, Centennial had net assets of 
approximately 6 million dollars, beneficially owned by 
approximately 100 shareholders. Centennial’s invest- 
ment adviser is Centennial Capital Corp., a registered 
investment adviser under the Investment Advisers 
Act of 1940 and a wholly-owned subsidiary of Oppen- 
heimer Capital Corp. (“OCC”), which is also a regis- 
tered investment adviser under the Investment 
Advisers Act of 1940. Centennial’s principal under- 
writer is Oppenheimer & Co., Inc. (““OPCO”), a reg- 
istered broker-dealer under the Securities Exchange 
Act of 1934. 


OMC, OCC, and OPCO are corporations controlled 
by Oppenheimer & Co., a New York limited partner- 
ship, which owns directly and indirectly through a 
wholly-owned subsidiary 90% of the common and 
preferred stock of OCC and OPCO and 83.925% of 
the common stock and 78.942% of the preferred 
stock of OMC. Oppenheimer & Co. has the power to 
and does elect all of the Directors of OCC, OPCO and 
OMC. 


The Applicants state that, pursuant to the Agree- 
ment, Directors Fund will acquire substantially all of 
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the assets and properties of Centennial in exchange 
for shares of capital stock of Directors Fund. Follow- 
ing the exchange of Centennial’s assets for Directors 
Fund’s stock, Centennial will dissolve and liquidate. 
As part of the liquidation distribution, Centennial will 
distribute to its shareholders in exchange for their 
shares of Centennial stock the Directors Fund shares 
it receives upon the transfer of its assets to Directors 
Fund. Each Centennial shareholder will be entitled to 
that portion of the Directors Fund shares received by 
Centennial as the number of shares of capital stock of 
Centennial owned by each shareholder bears to the 
total number of Centennial shares outstanding on the 
close of business on the day before the transaction 
(“the Exchange Date’’). The Agreement provides that 
shares of Directors Fund of an aggregate net asset 
value equal to the value of assets of Centennial 
received by Directors Fund will be transferred to 
Centennial. Centennial will distribute such shares to 
its shareholders by redelivering the certificate 
received from Directors Fund which will set up 
accounts for each Centennial shareholder pursuant to 
instructions received from Centennial. Shareholders 
of Centennial holding certificates representing their 
shares will not be required to surrender their certifi- 
cates to anyone in connection with the transaction. 
After the transaction it will not be necessary for such 
shareholder to surrender such certificates in order to 
redeem the shares of Directors Fund which they 
receive. 


The net assets and net asset value per share of 
Centennial as of August 31, 1979, were $5,727,667 
and $16.21, respectively. Directors Fund’s net asset 
value per share on that date was $14.14. If the 
Exchange Date had occurred immediately following 
the close of business on August 31, 1979 each share 
of Centennial’s outstanding capital stock would have 
been exchanged for 1.146 shares of Directors Fund's 
capital stock and Directors Fund would have issued a 
total of 405,068 shares for Centennial’s net assets. 
These computations are pro forma and do not include 
adjustments with respect to distrubtions prior to the 
reorganization, unreimbursed expenses of either 
Directors Fund or Centennial carrying out its 
obligation under the Agreement and any cash 
reserves retained by Centennial for its final expenses. 


The Agreement provides that the net asset value of 
Directors Fund and Centennial will not be adjusted 
for realized and unrealized gains and losses. As of 
August 31, 1979, Directors Fund had no net 
operating loss carryforward or capital loss carryover. 
For financial statement purposes it had $594,388 of 
net unrealized capital gains and for the eight months 
that ended had net realized gains of $1,069,187. As of 
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December 31, 1978, Centennial had net operating 
loss carryforwards to offset future ordinary taxable 
income of approximately $117,000, expiring 1980 
through 1985. At December 31, 1978, Centennial had 
capital loss carryforwards for federal tax purposes of 
approximately $7,800,000 of which $4,400,000 expires 
at December 31, 1979, $400,000 at December 31, 
1980 and $3,000,000 at December 31, 1981. For the 
eight months ended August 31, 1979, Centennial had 
net realized capital gains of $1,044,733 and net 
operating income of $106,285. Upon the day of the 
transaction, the above-mentioned $4,400,000 capital 
loss carryforward will expire and the expiration date 
for the above mentioned $400,000 capital loss carry- 
forward will move to the first taxable year of 
Directors Fund ending after the day of the trans- 
action, pursuant to Internal Revenue Code Sections 
381, 382, 383 and the regulations thereunder. 


Since five of Centennial’s shareholders own more 
than 50% of its total outstanding shares it is a 
“personal holding company” as defined by the 
Internal Revenue Code. Further, Centennial does not 
qualify as a regulated investment company under the 
Internal Revenue Code and is thereby subject to 
corporate federal income taxes on its taxable net 
income and capital gains whether or not it distributes 
them to its shareholders. As a personal holding 
company, Centennial is also liable for any additional 
federal tax on undistributed personal holding com- 
pany income. Immediately before the Exchange Date 
the Applicants state that Centennial will pay, or 
reserve sufficient assets to pay, any federal income 
tax due for the year 1979. 


The Applicants indicate that fees and expenses to be 
incurred in connection with the proposed acquisition 
are currently estimated at $20,000 to 25,000. The 
Agreement provides that Directors Fund will not 
assume any liabilities of Centennial in connection 
with the acquisition except for portfolio security pur- 
chases which have not settled. Centennial will 
assume one fifth of the fees and expenses, including 
legal, accounting, printing, filing, proxy solicitation 
and portfolio transfer taxes, if any, or other similar 
expenses included by Centennial or Directors Fund in 
connection with the acquisition up to an aggregate 
amount of $10,000 exclusive of those fees and 
expenses which Directors Fund incurs in the issuance 
and sale of its shares. All other fees and expenses, 
including printing, filing, proxy solicitation and port- 
folio transfer taxes, if any, or other similar expenses 
incurred by either Centennial or Directors Fund in 
connection with the acquisition shall be borne by 
Directors Fund. The Applicants state that Directors 
Fund shall promptly reimburse Centennial in full for 
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such fees and expenses that are paid by Centennial in 
connection with the transaction in excess of the 
amount of such fees and expenses assumed by 
Centennial. 


Section 22(c) of the Act, and Rule 22c-1 thereunder 
together provide, in part, that a registered investment 
company may not issue its redeemable securities 
except at a price based on the current net asset value 
of such security which is next computed as of the 
close of trading on the New York Stock Exchange 
next following receipt of an order to purchase such 
security. 


The Agreement provides that the shares of Directors 
Fund and the assets of Centennial will be valued as of 
the time of close of trading on the New York Stock 
Exchange on November 19, 1979, or such earlier or 
later date as may be agreed to by the parties (‘the 
Valuation Time’’) and the issuance of Directors Fund 
shares in exchange for Centennial assets will occur 
on the next full business day following the Valuation 
Time. Thus, the ‘forward pricing’ requirement of 
Section 22(c) and Rule 22c-1 will not be met. 


Applicants contend that it will be impracticable to 
comply with Section 22(c) and Rule 22c-1, as the 
number of Directors Fund shares to be issued is 
determined by dividing the net asset value per share 
of Directors Fund into the total net assets of Centen- 
nial available for acquisition. Applicants submit that 
such a computation can be made only after the close 
of business when both portfolios can be fully valued. 
Applicants further contend that the valuation of 
Directors Fund’s assets at the Valuation Time on the 
last business day immediately preceding the 
Exchange Date will be fair to the shareholders of 
Directors Fund and Centennial, and will not present 
any of the potential for abuse that Rule 22c-1 is 
intended to avoid. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person or 
transaction from any provision of the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the Act. 


Applicants represent that an order exempting 
Directors Fund from the provisions of Section 22(c) 
and Rule 22c-1 thereunder to the extent necessary to 
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enable valuations as of the time set forth above is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the Act. 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such 
a person, acting as principal, knowingly to sell to or 
purchase from such registered investment company 
any security or other property except securities of 
which the investment company is the issuer. 


As the investment advisers of Directors Fund and 
Centennial are under common control, the Applicants 
might be deemed to be “‘affiliated persons” of each 
other within the meaning of Section 2(a)(3) of the 
Act. Accordingly, any disposition of portfolio 
securities by Centennial to Directors Fund or any 
acquisition by Directors Fund of the portfolio securi- 
ties of Centennial pursuant to the agreement might 
be deemed to be prohibited by Section 17(a) of the 
Act. Section 17(b) of the Act provides that the Com- 
mission, upon application, may exempt a proposed 
transaction from the provisions of Section 17(a) of 
the Act if the evidence establishes that the terms of 
the proposed transaction, including the consideration 
to be paid or received, are fair and reasonable and do 
not involve overreaching on the part of any person 
concerned, and that the proposed transaction is con- 
sistent with the policy of each registered investment 
company concerned and with the general purposes of 
the Act. 


Applicants state that the terms of the Agreement 
provide that the acquisition of Centennial’s assets by 
Directors Fund shall be accomplished on the basis of 
the net asset value of the Funds. No adjustment is to 
be made in the computation of each Fund’s net asset 
value for Centennial’s capital loss carryforward, it 
having been determined by Centennial’s Directors 
that the possible detriment to Centennial’s stock- 
holders from the loss of the exclusive beneficial use 
of a portion of Centennial’s capital loss carryforward 
is limited and, therefore, outweighted by the 
advantages to Centennial from consummation of the 
transaction. 


The costs of the transaction whereby Centennial 
bears one-fifth of the combined expenses up to 
$10,000 and Directors Fund bears the expenses in 
excess of that amount reflects an appraisal by both 
the Board of Directors and Directors Fund and 
Centennial as to the relative benefits to each Fund for 
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the transaction. In this regard, the Applicants state 
that the Directors of Centennial and Directors Fund 
considered that the shareholders of Centennial would 
benefit from the projected reduced expense ratio that 
might be expected from a larger fund and, while not 
easily quantifiable, the benefit from the termination 
by Centennial of personal holding company status. 
The Applicants also submit that the shareholders of 
Directors Fund would benefit as well from projected 
reduced expense ratios and projected savings of 
brokerage commissions resulting from the transaction 
amounting to approximately $12,000. 


Applicants represent that the transaction is also con- 
sistent with the investment objectives and policies of 
Directors Fund and Centennial. Directors Fund's 
objective is ‘capital appreciation in the value of its 
shares. Current income is not an objective.’’ Centen- 
nial’s objective is ‘‘capital appreciation. Any income 
received will be incidental to this objective.’’ 
Applicants state that their policies in pursuing these 
objectives are also substantially similar. Applicants 
submit that in accordance with Section 17(b) of the 
Act, the terms of the proposed transaction are 
reasonable and fair to the Applicants and do not 
involve overreaching by either of the Applicants, and 
that the proposed transaction is consistent with the 
investment policies of each Applicant and consistent 
with the purposes of the Act. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in part, that no 
affiliated person of any registered investment com- 
pany and no affiliated person of such person, acting 
as principal, shall participate in, or effect any trans- 
action in connection with any joint enterprise or other 
joint arrangement in which such registered 
investment company is a participant unless an appli- 
cation regarding such joint enterprise or arrangement 
has been filed with the Commission and has been 
granted by an order. A joint enterprise or other joint 
arrangement as used in the Rule is any written or oral 
plan, contract, authorization or arrangement, or any 
practice or understanding concerning an enterprise or 
undertaking whereby a registered investment com- 
pany and any affiliated person of such a person, have 
a joint or a joint and several participation, or share in 
the profits of such enterprise or undertaking. In pass- 
ing upon such application, the Commission will con- 
sider whether the participation of such registered 
investment company in such joint enterprise or joint 
arrangement on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 
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As noted above, Directors Fund and Centennial 
might be deemed “affiliated persons’’ of each other 
within the meaning of Section 2(a)(3) of the Act. 
Thus, the proposed sale of assets by Centennial to 
Directors Fund and the related allocation of expenses 
might be deemed to be a joint enterprise or arrange- 
ment prohibited by Section 17(d) of the Act and Rule 
17d-1 thereunder without Commission approval. 


The Applicants represent that the terms of the pro- 
posed transaction are reasonable and fair to all 
parties, do not involve overreaching, and are con- 
sistent with the investment objectives of each of the 
Funds and with the policies of the Act. To the extent 
that Directors Fund’s participation in the transaction 
is different from that of Centennial’s, each Fund 
represents that its participation in the transactions is 
as advantageous as the participation of the other 
Fund. 


While Directors Fund shareholders will bear a higher 
proportion of expenses of the transaction than will 
Centennial shareholders, Directors Fund has the 
opportunity to purchase, without the necessity of the 
payment of additional brokerage commissions, 
approximately $5,000,000 of assets representing, in 
large part, portfolio securities which are similar to 
securities already held by Directors Fund. Centennial 
shareholders will bear a lower proportion of the 
expenses of the transaction and will benefit from the 
reduced per share expense ratio and the termination 
of personal holding company status. Accordingly, the 
Applicants submit that their participation in the 
proposed transaction is consistent with the protection 
of investors and the purposes fairly intended by the 
policies and provisions of the Act, and to the extent 
that participation by each Applicant is different from 
the other, such participation is not less advanta- 
geous. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 21, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
Attorney-at-law, by certificate) shall be filed 
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contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10966/November 30, 1979 


In the Matter of 


NEW YORK MUNICIPAL TRUST, SERIES 4 
(and Subsequent Series) 


and 


BEAR, STEARNS & CO. 
New York, New York 10041 


(812-4362) 


ORDER AMENDING PRIOR ORDER PURSUANT TO 
SECTION 6(c) OF THE ACT EXEMPTING APPLI- 
CANTS FROM SECTION 22(d) OF THE ACT. 


New York Municipal Trust, Series 4 (and Subsequent 
Series)(““Trust’), registered under the Investment 
Company Act of 1940 (‘‘Act’’) as a unit investment 
trust, and its sponsor, Bear, Stearns & Co. 
(collectively, ‘‘Applicants’”), filed an application on 
May 29, 1979, requesting an order amending a prior 
order of the Commission (Investment Company Act 
Release No. 10475, November 8, 1978)(‘‘Prior 
Order’’), pursuant to Section 6(c) of the Act, to 
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exempt Applicants from the provisions of Section 
22(d) of the Act to enable them to offer holders of 
units of series of the Trust, who have elected to 
receive distributions from the Trust annually, the 
opportunity to reinvest such distributions at a 
reduced sales charge in units of series of the Trust 
pursuant to Applicants’ Total Reinvestment Plan. 


On November 7, 1979, a notice was issued 
(Investment Company Act Release No. 10936) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Section 22(d) of the Act, amending the Prior Order, 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10967/December 4, 1979 


In the Matter of 


BOWEN INVESTMENT COMPANY 
2175 Parklake Drive, N.E. 
Atlanta, Georgia 30345 


(811-2693) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


Bowen Investment Company (‘Bowen’) (formerly 
called Automatic Service Company), a closed-end, 
diversified management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act’’), filed an application on September 18, 1979, 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Bowen has ceased to be 
an investment company as defined in the Act. 


On October 26, 1979, a notice (Investment Company 
Act Release No. 10916) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Bowen has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Bowen Investment 
Company shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10968/December 4, 1979 


In the Matter of 


THE WESTERN INSURANCE SECURITIES 
COMPANY 


916 Walnut Street Building 
Kansas City, Missouri 64106 


(812-4538) 


ORDER PURSUANT TO SECTION 3(b)(2) OF THE 
ACT DECLARING THAT COMPANY IS NOT AN 
INVESTMENT COMPANY 


The Western Insurance Securities Company (“Appli- 
cant’) filed an application on October 4, 1979, 
pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (‘Act’) for an order of the 
Commission finding and declaring Applicant to be 
primarily engaged, through controlled companies 
conducting similar types of business, in a business 
other than that of investing, reinvesting, owning, 
holding, or trading in securities. 


On November 7, 1979, a notice was issued of the 
filing of said application (Investment Company Act 
Release No. 10933). The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that 
Applicant is primarily engaged through controlled 
companies conducting similar types of businesses in 
a business or businesses other than that of investing, 
reinvesting, owning, holding or trading in securities. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 3(b)(2) of the 
Act, that The Western Insurance Securities Company 
is hereby declared to be primarily engaged through 
controlled companies conducting similar types of 
businesses in a business or businesses other than that 
of investing, reinvesting, owning, holding, or trading 
in securities. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10969/December 4, 1979 


In the Matter of 


DOLL FUND, INC. 


Thackeray Lane 
Mendham, New Yersey 07945 


(811-1584) 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Doll Fund, Inc. 
(‘‘Applicant’’), registered under the Investment 
Company Act of 1940 (‘Act’’) as an open-end non- 
diversified management investment company, filed 
an application on October 22, 1979, pursuant to 
Section 8(f) of the Act and Rule 8f-1 thereunder, for 
an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined 
in the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a corporation organized under the laws of 
the State of Delaware, registered under the Act on 
January 15, 1968, under the name Pyramid Fund, 
Inc., and on June 10, 1968 filed a registration 
statement on Form S-5 under the Securities Act of 
1933 covering 1,000,000 shares of its common stock, 
$1.00 par value, in connection with a proposed public 
offering of its shares. This registration statement was 
declared effective on December 20, 1968, and 
Applicant commenced an initial public offering on 
that date. Applicant states that its name was sub- 
sequently changed to Doll Fund, Inc. 


Volume 18, No. 18, December 18, 1979 





Applicant further states that on June 14, 1979, its 
shareholders ratified a Resolution adopted by its 
Board of Directors on January 31, 1979 that 
Applicant be liquidated and dissolved in accordance 
with Delaware law. Applicant states that, pursuant to 
such Resolution, all of its assets were converted to 
cash during the month of August, 1979 and 
deposited in Applicant’s custodian bank. On 
September 4, 1979, checks to all shareholders were 
drawn on this cash and mailed to the last known 
addresses of such shareholders. 


Applicant represents that, as of October 22, 1979, 
four such checks have been returned addressee 
unknown, and that Applicant is attempting to locate 
these shareholders. It is stated that if such 
shareholders cannot be located, Applicant will place 
their respective liquidating distributions in a trust 
account for them. Applicant further represents that 
as of September 30, 1979, the amount held on 
deposit at its custodian bank was $1,447, estimated 
to be sufficient to pay accrued taxes, dissolution 
fees, and accounting and filing fees for 1979 returns. 


Applicant states that it has been granted a Tax 
Waiver and Certificate of Withdrawal in the State of 
New Jersey, its principal place of business, and that 
it will apply for similar treatment, including the 
issuance of a certificate of dissolution, in the State of 
Delaware. Thus, Applicant states that it is not now, 
nor does it propose to be, engaged in any business 
activities other than those necessary to winding up its 
affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, upon application, 
finds that a registered investment company has 
ceased to be an investment company, it shall so 
declare by order, and that, upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature oi his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
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upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10970/December 4, 1979 


In the Matter of 


INTERCAPITAL HIGH YIELD SECURITIES, INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4556) 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that InterCapital High 
Yield Securities Inc. (‘Applicant’), registered under 
the Investment Company Act of 1940 (’‘Act’’) as an 
open-end, diversified management company, filed an 
application on October 22, 1979, and an amendment 
thereto on November 27, 1979, for an order of the 
Commission pursuant to Section 6(c) of the Act 
declaring that Dr. Irwin Friend, a director of Appli- 
cant, shall not be deemed an interested person of 
Applicant within the meaning of Section 2(a)(19) of 
the Act solely by reason of his position as director of 
PMI Securities Co. (‘‘PMI’’), a registered broker-deal- 


SEC DOCKET/1261 





er under the Securities Exchange Act of 1934 (‘‘Ex- 
change Act’’). All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


PMI was originally organized in 1972 to be a holding 
company of two mortgage insurance companies (“‘in- 
surance companies”). In 1973 PMI and the insurance 
companies were acquired by Allstate Insurance Com- 
pany (‘Allstate’) and PMI commenced doing busi- 
ness as a “‘match-maker,” that is, bringing together 
buyers and sellers of whole mortgages and participa- 
tions on residential properties without compensation. 
In 1978 PMI was sold by Allstate to the newly-formed 
PMI Mortgage Corporation, a company which is a 
wholly-owned subsidiary of Allstate Enterprises, Inc., 
which is, in turn, a wholly-owned subsidiary of Sears, 
Roebuck and Co. 


Applicant states that PMI is not now and since its 
registration as a broker-dealer under the Exchange 
Act has not been engaged in the business of buying 
or selling any securities either as broker or dealer. 
However, PMI contemplates acting as a broker-dealer 
in the distribution of mortgage pass-through securi- 
ties issued by its parent PMI Mortgage Corporation. 
These securities may be registered pursuant to the 
Securities Act of 1933. Applicant states that non- 
registered private placements of securities are also 
contemplated. Dr. Friend is Edward J. Hopkinson 
Professor of Finance and Economics at The Wharton 
School of the University of Pennsylvania, and is also 
Director of the Rodney L. White Center for Financial 
Research at the University of Pennsylvania. Applicant 
states that Dr. Friend has no past employment, con- 
sulting, contractual, financial, or other relationship 
with PMI or any affiliated person of PMI, other than a 
director of PMI, the insurance companies and PMI 
Mortgage Corporation. 


Applicant states that its investment policy is to 
invest in fixed-income securities and that it is pre- 
cluded from purchasing interests in real estate, 
except that it may purchase securities of issuers 
which engage in real estate operations and securities 
which are secured by real estate or interests therein. 
Applicant believes that the mortgage pass-through 
securities proposed to be the subject of PMI’s broker- 
dealer business may be securities which would qualify 
for investment by Applicant. Applicant states, how- 
ever, that similar types of investments are available to 
Applicant and, therefore, Applicant will have no need 
to obtain such investments through PMI. Further- 
more, Applicant undertakes that it will not, under any 
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circumstances, do any business, directly or indirectly, 
with PMI, in any capacity, whether as broker, dealer 
or otherwise, so long as Dr. Friend is a director of 
Applicant and a director of PMI. 


Section 2(a)(19) of the Act, in pertinent part, defines 
an “interested person” of an investment company to 
include any broker or dealer registered under the Ex- 
change Act or any affiliated person of such broker or 
dealer. The term “affiliated person’’ of another 
person is defined by Section 2(a)(3)(D) of the Act to 
include a director of such other person. Dr. Friend is 
a director of PMI and is, therefore, an affiliated 
person of PMI. Applicant does not view Dr. Friend to 
be an interested person of Applicant but seeks to 
have Dr. Friend determined by order to be a dis- 
interested director, notwithstanding his status as a 
director of PMI. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, may 
conditionally or unconditionally exempt any person 
from any provision of the Act, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant submits that it would be misleading to 
stockholders and unfair to Dr. Friend to identiy him 
as an interested director of Applicant since such a 
label, it contends, implies the existence of a question 
of actual or potential conflict of interest which, 
Applicant claims, does not in fact exist. Applicant 
asserts that because of Dr. Friend’s personal stature 
and the removal of any possibility that Applicant will 
do business with PMI, Dr. Friend will be in a position 
to act independently on behalf of Applicant and its 
shareholders without any possible impairment arising 
out of his affiliation with PMI. 


Accordingly, Applicant believes that it would be in its 
best interest to have Dr. Friend’s status as a dis- 
interested director clearly acknowledged and that the 
requested exemption is therefore appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 28, 1979 at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
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accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicant 
at the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the act, an 
order disposing of the application herein will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will re-ceive any 
notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10971/December 4, 1979 


In the Matter of 


GENERAL ELECTRIC S&S LONG TERM 
INTEREST FUND 

112 Prospect Street 

Stamford, Connecticut 06904 


(813-48) 


ORDER GRANTING EMPLOYEES’ SECURITIES 
COMPANY EXEMPTION FROM THE ACT 


General Electric Company filed an application on 
August 17, 1979, for an order of the Commission 
pursuant to Section 6(b) of the Investment Company 
Act of 1940 (‘Act’), exempting the General Electric 
S&S Long Term Interest Fund, to be organized under 
the General Electric Savings and Security Program, 
from certain provisions of the Act. 


On November 6, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10929) of the filing 
of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found pur- 
suant to Section 6(b) of the Act that the requested 
exemptions should be granted as consistent with the 
protection of investors. Accordingly, 


IT IS ORDERED that, pursuant to Section 6(b) of the 
Act, an exemption be, and it hereby is, granted to 
General Electric S&S Long Term Interest Fund from: 
Section 8(b); Section 10(a); Section 13(a)(4), with 
the proviso that termination of General Electric S&S 
Long Term Interest Fund by General Electric 
Company shall not deprive participants in the General 
Electric Savings and Security Program of contribu- 
tions which have been credited to their account but 
which have not then vested; Section 15; Section 
16(a); Section 18(i); Sections 22(e) and (f); Section 
24; Section 30(d) to the extent that a report to parti- 


SEC DOCKET/1263 





cipanits more than once a year may be required; and 
Section 32(a)(1) of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10972/December 5, 1979 


In the Matter of 


MUNICIPAL FUND FOR TEMPORARY 
INVESTMENT, INC. 

Suite 204, Webster Building 

Concord Plaza 

3411 Silverside Road 

Wilmington, Delaware 109810 


(812-4539) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT. 


Municipal Fund For Temporary Investment, Inc. 
(‘Applicant’), registered under the Investment Com- 
pany Act of 1940 (‘‘Act’’) as a diversified, open-end, 
management investment company, filed an applica- 
tion on September 21, 1979, and amendments 
thereto on September 27, 1979, October 2, 1979, and 
November 13, 1979, for an order, pursuant to Section 
6(c) of the Act, exempting it from the provisions of 
Rules 2a-4 and 22c-1 under the Act to the extent 
necessary to permit Applicant to compute its net 
asset value per share to the nearest one cent on a 
share value of one dollar. 


On October 23, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10909) of the filing 
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of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from the provisions of 
Rules 2a-4 and 22c-1 under the Act be, and hereby is, 
granted, effective forthwith, subject to the following 
conditions: 


(1) Applicant's Board of Directors, in super- 
vising Applicant's operations and delegating 
special responsibilities involving portfolio 
management to its investment adviser, will 
undertake, as a particular responsibility 
within the overall duty of care owed to its 
shareholders, to assure to the extent reason- 
ably practicable, taking into account current 
market conditons affecting Applicant's 
investment objective, that Applicant's price 
per share as computed for purposes of distri- 
bution, redemption and repurchase, rounded 
to the nearest one cent, will not deviate from 
$1.00; 


(2) Applicant will not purchase any security 
which, at the time of its acquisition, has a re- 
maining maturity of more than 12 months; 


(3) The dollar-weighted average maturity of 
Applicant's portfolio will not exceed 120 
days; and 


(4) Applicant will limit its portfolio invest- 
ments to those United States dollar denomi- 
nated instruments which the Board of Direc- 
tors determines present minimal credit risks, 
and which are of “high quality’’ as deter- 
mined by any major rating service’ or, in the 
case of any instrument that is not rated, are 
of comparable quality as determined by the 
Board of Directors. 
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For the Commission, by the Division of Investment 
& Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10973/December 5, 1979 


In the Matter of 


IVY FUND, INC. 
201 Devonshire Street 
Boston, Massachusetts 02110 


and 


FURMAN SELZ MAGER DIETZ & BIRNEY 
INCORPORATED 

110 Wall Street 

New York, New York 10005 


and 


GRANTHAM, MAYO, VAN OTTERLOO & CO. 
125 High Street 
Boston, Massachusetts 02110 


(812-4573) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR TEMPORARY 
EXEMPTION FROM PROVISIONS OF SECTION 
15(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Ivy Fund, Inc. 
(“Fund”), an open-end, diversified management in- 
vestment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), Furman Selz Mager 
Dietz & Birney Incorporated (‘Furman Selz’’), and 
Grantham, Mayo, Van Otterloo & Co. (“Grantham 
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Mayo”’), both registered investment advisers under 
the Investment Advisers Act of 1940 (the Fund, Fur- 
man Selz and Grantham Mayo hereinafter collectively 
referred to as the “‘Aplicants’’) filed an application on 
November 21, 1979, and an amendment thereto on 
December 3, 1979, pursuant to Section 6(c) of the 
Act, for an order of the Commission temporarily 
exempting the Applicants from the provisions of 
Section 15(a) of the Act to permit the Fund and 
Furman Selz to enter into an interim investment ad- 
visory contract and Furman Selz and Grantham Mayo 
to enter into an interim subadvisory contract whereby 
Furman Selz and Grantham Mayo will manage that 
portion of the Fund’s portfolio currently being man- 
aged by SCNC Advisory Corporation (““SCNC”’) until 
new investment advisory and subadvisory contracts 
between the above parties have been implemented in 
accordance with the procedures of Section 15 of the 
Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 
the representations contained therein, which are 
summarized below. 


Applicants state that under the Fund’s existing in- 
vestment advisory contracts, SCNC is responsible for 
providing advisory services with respect to approxi- 
mately one-half of the portfolio of the Fund at a rate 
of compensation of $15,000 per annum. Applicants 
further state that under the existing investment ad- 
visory contracts Furman Selz acts as investment ad- 
viser for the remainder of the Fund’s portfolio and 
that Grantham Mayo acts as subadviser to this 
portion of the Fund’s portfolio pursuant to a sub- 
advisory contract approved by the shareholders of 
the Fund on July 7, 1979. The rate of compensation 
payable by the Fund pursuant to the existing 
investment advisory contracts is as follows: (a) the 
Fund pays to SCNC an amount equal to $15,000 per 
annum; (b) the Fund pays to Furman Selz an amount 
equal to 3/8 or 1% per annum of the Fund’s average 
net assets managed by Furman Selz, reduced by 50% 
of the compensation retained by Furman Selz for ef- 
fecting Fund portfolio transactions; and (c) Furman 
Selz pays to Grantham Mayo an amount equal to 3/8 
of 1% per annum of the Fund’s average net assets 
managed by Furman Selz. Each of the three invest- 
ment advisory contracts currently in effect between 
the Fund and SCNC, the Fund and Furman Selz, and 
Furman Selz and Grantham Mayo will terminate on 
April 30, 1980, unless the Fund’s Board of Directors 
or the holders of a majority of the outstanding voting 
securities of the Fund approve the continuation of the 
contracts for an additional period of time prior to 
such date. Applicants also state that during the time 
these investment advisory contracts have been in 
existence the Fund has had the opportunity to 
evaluate the dual adviser structure and the advisory 
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services the Fund has received, and that during this 
time period the directors of the Fund have been im- 
pressed with the investment counseling services 
provided by Grantham Mayo and have concluded 
that the Fund and its shareholders would best be 
served by Grantham Mayo rendering investment 
counseling services with respect to the entire 
portfolio of the Fund. 


Applicants state that during the summer of 1979 offi- 
cers of the Fund discussed with Grantham Mayo the 
possibility of Grantham Mayo providing investment 
counseling services with respect to the entire port- 
folio of the Fund, and that at a directors meeting held 
on October 3, 1979, the directors of the Fund author- 
ized the officers to enter into serious negotiations 
with Grantham Mayo to determine whether an agree- 
ment could be reached. 


During November 1979, agreement was reached 
between the Fund and Grantham Mayo whereby 
Grantham Mayo would provide investment counsel- 
ing services for the entire portfolio of the Fund in re- 
turn for an annual fee of % of 1% of the Fund's 
average net assets. It was determined that the best 
time for Grantham Mayo to begin furnishing such 
services would be January 1, 1980, and in order for it 
to be able to do so Grantham Mayo, for the period 
prior to approval of new investment advisory and 
subadvisory contracts, would provide investment 
counseling services under the same fee arrangements 
as SCNC was providing investment advisory services 
for its portion of the Fund's portfolio. After its nego- 
tiations with Grantham Mayo were concluded the 
Fund met with Furman Selz to determine whether 
Furman Selz would be willing to serve as the Fund’s 
investment adviser with respect to the entire portfolio 
of the Fund, subject to the same arrangements as 
have existed with respect to the portion of the Fund's 
portfolio to which Furman Selz currently renders 
advisory services. In negotiating an arrangement with 
Furman Selz with respect to the SCNC portion of its 
portfolio, the Fund was seeking to obtain a reduction 
in fees payable by it to Furman Selz similar to that 
contained in its existing investment advisory contract 
with Furman Selz, which provides that Furman Selz 
will credit an amount equal to 50% of the net amount 
of brokerage commissions retained by it in effecting 
Fund portfolio transactions against the amount of ad- 
visory fee payable by the Fund. 


Applicants further state that an interim investment 
advisory agreement with Furman Selz and an interim 
subadvisory agreement between Furman Selz and 
Grantham Mayo were submitted to and approved by 
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the directors of the Fund at a special meeting of the 
directors on November 15, 1979. As of this same 
date, it was determined by both representatives of 
SCNC and the Fund that termination of the 
investment advisory contract between SCNC and the 
Fund would be desirable and that such termination 
would take effect on December 31, 1979. Under the 
interim investment advisory contract to commence 
January 1, 1979, and to continue until the earlier of 
April 30, 1980, or the date on which Furman Selz 
commences the rendering of advisory services 
pursuant to a’ new investment advisory contract 
between the Fund and Furman Selz which has been 
approved by the Fund's shareholders, Furman Selz 
will serve as investment adviser to that portion of the 
Fund's portfolio currently managed by SCNC. The 
interim investment advisory contract provides that 
the Fund will pay Furman Selz for its services a sum 
equal to $15,000 per annum to be prorated for the 
period during which advisory services are actually 
rendered. Applicants state that except for the $15,000 
annual fee and special provisions relating to approval 
and termination the interim investment advisory 
contract contains the same terms and conditions as 
the existing investment advisory contract between 
the Fund and Furman Selz, including the provision 
that the fees payable to Furman Selz shall be reduced 
by an amount equal to 50% of the compensation 
retained by it for effecting Fund portfolio transactions 
during the period. Applicants further state that under 
the approved interim subadvisory agreement 
Grantham Mayo will serve as the subadviser for that 
portion of the Fund’s portfolio currently managed by 
SCNC, and that pursuant to this agreement Furman 
Selz will pay to Grantham Mayo for its investment 
counseling services a sum equal to $15,000 per 
annum prorated for the period during which its 
services are actually rendered. In addition, Applicants 
state that except for the $15,000 prorated annual fee 
and special provisions relating to approval and 
termination the interim subadvisory contract contains 
the same terms and conditions as the existing subad- 
visory contract, and will run to the earlier of April 30, 
1980, or the date on which Grantham Mayo com- 
mences the rendering of investment counseling 
services pursuant to a new subadvisory contract 
between Furman Selz and Grantham Mayo which has 
been approved by the Fund's shareholders. 


It is presently anticipated that Grantham Mayo will be 
reorganized into the partnership of Grantham, Mayo, 
Van Otterloo & Co. (the ‘‘Partnership’’) on or before 
December 31, 1979. The four stockholders of 
Grantham Mayo will be the four partners of the Part- 
nership and will have substantially the same percent- 
age equity interest in the Partnership as they now 
have in Grantham Mayo. Applicants state that it is 
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not expected that there will be any material change in 
control of Grantham Mayo or in the manner in which 
it conducts its business as a result of this reorgani- 
zation. 


Section 15(a) of the Act provides, among other 
things, that it shall be unlawful for any person to 
serve or act as an investment adviser of a registered 
investment company except pursuant to a written 
contract which has been approved by the vote of a 
majority of the outstanding voting securities of such 
registered investment company. Section 2(a)(20) of 
the Act, in pertinent part, defines the term ‘‘invest- 
ment adviser of an investment company” to include 
any person who, pursuant to contract, regularly 
furnishes advice to an investment company with 
respect to the desirability of investing in, purchasing 
or selling securities, or is empowered to determine 
what securities shall be purchased or sold. 


Applicants seek an order of the Commission, 
pursuant to Section 6(c) of the Act, temporarily 
exempting Applicants from the provisions of Section 
15(a) of the Act for a period of time not to exceed 
approximately 120 days to permit the Fund to employ 
Furman Selz as the Fund’s investment adviser and 
Grantham Mayo as the Fund’s subadviser under the 
proposed interim investment advisory contract and 
interim subadvisory contract. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any 
provision of the Act or from any rule or regulation 
under the Act if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicants state that the directors of the Fund have 
determined that termination of the Fund’s investment 
advisory contract with SCNC as of December 31, 
1979, would be in the best interests of the Fund and 
its shareholders, and in so doing the Fund's directors 
have acted in conformity with the policy of the Act 
and their fiduciary duties. Applicants further state 
that although the Act contemplates prior shareholder 
approval of investment advisory contracts, this policy 
of the Act is served by permitting a Board of 
Directors that has decided in its business judgment to 
terminate an advisory relationship to secure replace- 
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ment advisory services without prior shareholder 
approval for a limited period of time when obtaining 
such prior approval would be impracticable. 


Applicants argue that it would be impracticable for 
the Fund to secure shareholder approval of new 
investment advisory and subadvisory contracts prior 
to December 31, 1979, for the following reasons: (1) 
the time remaining in 1979 does not allow sufficient 
time to prepare proxy materials for filing with the 
Commission, receipt of any comments from the 
Commission's staff, printing and mailing of proxy 
materials to the almost 30,000 shareholders of the 
Fund, receipt of proxies and holding the meeting 
itself; and (2) the cost of conducting a separate 
special shareholders meeting in addition to the 
planned Annual Meeting of Shareholders to be held 
in late March or early April of 1980 would significantly 
burden the Fund financially to the detriment of its 
shareholders. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than December 27, 1979 at 
5:30 p.m., submit to the Commission in writing a 

request for a hearing on the application accompan- 
ied by a statement as to the nature of his interest, 
the reasons for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the addresses stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the act, an order disposing of the application 
herein will be issued as of course following said 
date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’‘s 
own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10974/December 6, 1979 


In the Matter of 


OPPENHEIMER MANAGEMENT 
CORPORATION 

1 New York Plaza 

New York, New York 10004 


(812-4150) 


ORDER PRESCRIBING AS REASONABLE PUR- 
SUANT TO SECTION 26(a)(2)(C) OF THE ACT FEES 
TO BE PAID BY THE CUSTODIAN OF UNIT 
INVESTMENT TRUSTS TO AN AFFILIATE OF THE 
DEPOSITOR AND PRINCIPAL UNDERWRITER FOR 
SERVICES AS AGENT OF THE CUSTODIAN 


Oppenheimer Management Corporation (‘‘Appli- 
cant’), the principal underwriter and depositor of 
Oppenheimer Systematic Capital Accumulation 
Program, Oppenheimer Capital Accumulation Pro- 
gram of Shares of Oppenheimer A.|I.M. Fund and 
Oppenheimer Time Fund Capital Accumulation Pro- 
gram (‘‘Programs’’), three unit investment trusts 
registered under the Investment Company Act of 
1940 (‘Act’), filed an application on July 5, 1977, 
and amendments thereto on September 15, 1978, 
January 25, 1979, and October 16, 1979, for an order 
prescribing as reasonable pursuant to Section 
26(a)(2)(C) of the Act fees to be paid by State Street 
Bank & Trust Co., the Custodian under the 
Programs, to Oppenheimer Asset Management 
Corporation, formerly named Hamilton Management 
Corporation (‘‘Hamilton’’) or to Shareholder Services, 
Inc. (jointly referred to with Hamilton hereinafter as 
“New Agents’’), a wholly-owned subsidiary of Hamil- 
ton, or to any other wholly-owned subsidiary of 
Hamilton or of Applicant for services as agent of the 
Custodian in performing the bookkeeping and other 
administrative services normally performed by the 
Custodian. 


On November 2, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10930) of the filing 
of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


1268/SEC DOCKET 


The matter having been considered, it is found that 
the custodian charges described in the application to 
be paid by the Custodian to the New Agents or to 
any other wholly-owned subsidiary of Hamilton or of 
Applicant for services as agent of the Custodian in 
performing bookkeeping and other administrative 
services of a character normally performed by the 
Custodian for the Programs are a reasonable amount 
as compensation for such services. Accordingly, 


IT IS ORDERED, pursuant to Section 26(a)(2)(C) of 
the Act, that the amounts described in the 
application to be paid by State Street Bank & Trust 
Co. to Oppenheimer Asset Management Corporation, 
Shareholder Services, Inc., or any other wholly- 
owned subsidiary of Oppenheimer Asset Manage- 
ment Corporation or of Oppenheimer Management 
Corporation for services to Oppenheimer Systematic 
Capital Accumulation Program, Oppenheimer Capital 
Accumulation Program of Shares of Oppenheimer 
A.|.M. Fund and Oppenheimer Time Fund Capital 
Accumulation Program as the custodian’s agent for 
performing bookkeeping and other administrative 
services of a character normally performed by the 
custodian itself be, and they hereby are, prescribed 
as compensation for such services, subject to the 
undertakings and representations set forth in the 
application, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 708/December 3, 1979 


SEE 


SECURITIES EXCHANGE ACT OF 1940 
Release No. 16391/December 3, 1979 








ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 273/December 3, 1979 


LITIGATION INVOLVING MARTINEAU AND BUSH- 
MAN 


SECURITIES AND EXCHANGE COMMISSION v. 
HOUSTON COMPLEX, INC., ET AL., (U.S.D.C. for 
the District of Nevada, Civil Action No. 79-57-RDF) 


On April 2, 1979 the Commission filed a civil in- 
junctive action in the federal district court in Las 
Vegas, Nevada, against Grady A. Sanders 
(‘‘Sanders’’), Houston Complex, Inc. (‘‘Houston 
Complex’) and Network One, Inc. (‘Network One’) 
of Las Vegas, Nevada, and Leland Martineau 
(‘Martineau’) and the accounting firm of Martineau 
and Bushman (““M&B”) of Salt Lake City, Utah. See 
LR-8771, 17 SEC Docket 12 (June 5, 1979). 


M&B conducted an audit of the financial statements 
of Network One for the year ended May 31, 1978. 
The financial statements and M&B’s report thereon 
were included in a Form 10 filed with the Commis- 
sion. Martineau was the partner responsible for the 
conduct of the Network One engagement. 
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The Commission’s Complaint alleges, among other 
things, that Martineau and M&B failed to conduct 
the examination of the financial statements of Net- 
work One in accordance with generally accepted 
auditing standards. The Complaint further alleges 
that the financial statements of Network One for the 
year ended May 31, 1978 were not prepared in 
accordance with generally accepted accounting 
principles in that they failed to disclose: (1) that a 
material portion of Network One’s reported gross 
revenue consisted of the total dollar amount of a 
contract in connection with which Network One was 
acting as an agent rather than a principal, and was 
entitled to receive only a percentage fee based on the 
cost of equipment sold under the contract; (2) a 
related party transaction in which a firm controlled by 
an officer and director of Network One received an 
$80,000 fee in connection with the acquisition of 
another company by Network One, and (3) that 
options for the purchase of a significant amount of 
common stock of Network One has been granted to 
two directors of the Company. 


Martineau and M&B, without admitting or denying 
the allegations in the Commission’s Complaint, con- 
sented to the entry of a final judgment enjoining 
violations of Section 17(a) of the Securities Act of 
1933 and Sections 10(b), 12(g) and 13(a) of the 
Securities Exchange Act of 1934 in connection with 
the purchase and sales of the securities of Houston 
Complex and Network One. The final judgment of 
permanent injunction was entered by the Honorable 
Roger D. Foley on May 16, 1979. In lieu of a Rule 2(e) 
proceeding, Martineau and M&B agreed to submit to 
a peer review by a committee-appointed review team 
of the SEC Practice Section of the AICPA Division 
for CPA Firms and to deliver a copy of the peer 
review report to the Commission’s Los Angeles 
Regional Office and the Office of the Chief 
Accountant. 


Martineau and M&B shall detail in writing to the staff 
of the Commission the steps they plan to take to 
implement the recommendations of the peer review 
team or shall state their reasons for failing to 
implement any such recommendations. 
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LITIGATION 





Litigation Release No. 8936/December 3, 1979 


SEC v. JAMES R. CRAWFORD, et al. (UNITED 
STATES DISTRICT COURT FOR THE NORTHERN 
DISTRICT OF OHIO, WESTERN DIVISION, CIVIL 
ACTION NO. C-79-353) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced that on October 5, 1979, Judge 
Nicholas J. Walinski entered an order of preliminary 
injunction against James R. Crawford (Crawford), J. 
R. Crawford Consulting and Financial Planning, Inc. 
(Crawford Consulting), Cyclemetric Investment 
Monitor, Inc., (Cyclemetric), Shadow Valley Financial 
Corporation (Shadow Valley) and Dennis A. Krause 
(Krause) for violations of the Federal securities laws. 
Crawford, Crawford Consulting, Cyclemetric and 
Krause were enjoined from violations of the registra- 
tion and anti-fraud provisions of the Federal securities 
laws in connection with the offer and sale of unreg- 
istered interests in oil drilling limited partnerships, 
commodity futures limited partnerships, pooled funds 
option accounts, and in a limited partnership known 
as Restuarant Associates. Crawford and Crawford 
Consulting were also enjoined from violations of the 
broker/dealer registration provisions of the Exchange 
Act and from violations of the Investment Advisers 
Act of 1940 (Advisers Act), in connection with the 
failure to keep adequate books and records. 
Crawford, Shadow Valley, Cyclemetric, Crawford 
Consulting and Krause were also enjoined from vio- 
lations of the anti-fraud provisions of the Advisors 
Act in connection with the misuse of clients’ funds. 
Crawford, Crawford Consulting, Cyclemetric, Shad- 
ow Valley and Krause were enjoined from dissipating, 
concealing or disposing of, in any manner, any assets 
of the defendant businesses. Further, Crawford was 
enjoined from dissipating, concealing or disposing of, 
in any manner, his personal funds or assets, except 
for $2,500 per month living allowance which includes 
alimony and child support. 


On July 19, 1979 Judge Walinski entered an order 
appointing the accounting firm of Laventhol and 
Horwath as receiver for all assets and property of 
Crawford Consulting, Cyclemetric and Shadow 
Valley. The receiver was empowered to collect, take 
charge of and account for all such assets. Further, 
the receiver is to account for all funds managed by 
and received from clients of Crawford, Crawford 
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Consulting and Cyclemetric as well as account for all 
funds raised from investors by Crawford, Krause, 
Crawford Consulting and Shadow Valley in 
connection with the offer and sale of securities. The 
receiver was also ordered to file a report and recom- 
mendation with the Court which would include how 
funds should be distributed if the Court enters an 
order of disgorgement against the defendants. 


The receiver was to continue its duties until $10,000 
worth of services were exhausted, to be paid first out 
of the assets of Crawford Consulting, Cyclemetric 
and Shadow Valley, then out of investment advisory 
fees which were due and owing, and then out of 
Crawford's personal assets. This order was modified 
on October 17, 1979 to reflect an additional $3,000 
worth of work already completed by the receiver. 
Also, on that date, the duties of the receiver were 
temporarily suspended until a determination as to the 
source of future fees could be had. A hearing on this 
issue has been set for January 18, 1979. During this 
period Cyclemetric can resume its business provided 
that Crawford has no access to client funds. More- 
over, Cyclemetric is not allowed to solicit any new 
business. Cyclemetric would be allowed to bill clients 
for services done during this period. Fees collected 
during this period will be subject to the order freezing 
Cyclemetric’s assets. However, clients must first be 
given the opportunity to decide if they want to 
continue their investment advisory arrangements with 
Cyclemetric. 


The complaint filed June 21, 1979 and reported in 
Litigation Release No. 8831 detailed the above-men- 
tioned alleged violations. The above defendants con- 
sented to the entry of the preliminary injunction and 
the order appointing the receiver, without admitting 
or denying the allegations in the complaint. 
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Litigation Release No. 8937/December 3, 1979 


SEC v. BOOKKEEPERS, LTD., et al. 
CV-79-1715-N) 


(S.D. CA 


Leonard H. Rosen, Administrator of the Los 
Angeles Regional Office of the Securities and 
Exchange Commission, announced that United 
States District Judge Leland Nielson, San Diego, 
issued a final judgment of permanent injunction on 
November 19, 1979 against Walter Wencke of San 
Diego enjoining him from further violations of the 
federal securities laws. Wencke, one of several 
defendants in SEC v. Bookkeepers, Ltd., was 
enjoined from violating the anti-fraud and registration 
provisions of the securities laws. In addition, Wencke 
was ordered to disgorge property he acquired as a 
result of the conduct charged in the complaint. 
Judgment against Wencke was issued following the 
entry of a default against him. In 1978, Wencke was 
convicted on various counts of mail fraud and 
making false statements to the SEC and was sen- 
tenced to a jail term. He recently failed to appear to 
begin serving his sentence and remains a fugitive. 


The judgment against Wencke arose from the Com- 
mission’s complaint, filed on March 9, 1978, alleging 
a scheme whereby Wencke and others fraudulently 
deprived public shareholders in Bookkeepers, Ltd., of 
Ontario, California, of their stock in the company. 
The principal feature of the scheme involved a series 
of reverse stock splits on a thousand to one basis and 
no fractional share issue. To carry out the scheme, 
Bookkeepers’ articles of incorporation were amended 
in violation of state law, false and misleading financial 
statements were issued and shareholdesr were 
deprived of material information, it was charged. The 
complaint also alleged that Bookeepers’ securities 
were not registered with the Commission as required 
by the Securities Exchange Act of 1934. 


Other defendants named in the case include Joseph 
Margala, President of Bookkeepers, Jerry Whitley, a 
Vice President, and Bookkeepers, Ltd. The case 
remains pending against these defendants and is 
awaiting trial. For further information, see Litigation 
Release No. 8328, March 14, 1978. 
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Litigation Release No. 8938/December 3, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
KORACORP INDUSTRIES INC., et al. (N. D. Cal) 
(C-75-2515 SW) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission (‘‘Commission”), announced that on 
May 9, 1979, the Honorable Spencer Williams, United 
States District Judge for the Northern District of 
California, entered an order permanently enjoining 
Louis Phillip Weil from violations of the anti-fraud and 
reporting provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934, in connection 
with the offer and sale of any security or the filing of 
reports on behalf of Koracorp Industries, Inc. or any 
other issuer of securities. Weil consented to the 
Court’s order without admitting or denying the alle- 
gations in the Commission's complaint. 


In addition, on July 20, 1979, Judge Williams entered 
an order of permanent injunction by default against 
Western Gateway Corporation, Verve, Inc., Asso- 
ciated Graphics, Inc. and Allison Production 
Affiliates, Inc. Under the terms of the judgment, 
those corporations are permanently enjoined from 
violations of the anti-fraud and reporting provisions of 
the Securities Act of 1933 and the Securities 
Exchange Act of 1934 in connection with the 
securities of Koracorp Industries, Inc. or any other 
issuer. 


The Commission's complaint in this action stemmed 
from the overbooking of over $5 million in accounts 
receivable by Koratec Communications, Inc., a 
subsidiary of Koracorp. Such overbooking by the 
subsidiary in turn caused Koracorp to file with the 
Commission and distribute to public investors reports 
which materially overstated Koracorp’s assets and 
income. 


During the period relevant to the Commission's 
complaint, Louis Phillip Weil was the President of 
Koratec Communications, Inc. During that same 
period, Western Gateway Corporation, Verve, Inc., 
Associated Graphics, Inc. and Allison Production 
Affiliates, Inc. were beneficially owned and controlled 
by Weil. 
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Litigation Release No. 8940/December 3, 1979 


UNITED STATES v. CHRISTOPHER P. RECKLITIS 
(D Mass) (Criminal No. 79-256-6) 


Willis H. Riccio, Administrator of the Boston 
Regional Office, and Edward Harrington, United 
States Attorney for the District of Massachusetts, 
jointly, announce that on November 27, 1979 The 
Honorable W. Arthur Garrity, of the United States 
District Court for the District of Massachusetts sen- 
tenced Christopher P. Recklitis of Boxford, 
Massachusetts to two years in prison, six months to 
be served and eighteen months of the sentence 
suspended and two years probation. Recklitis was 
also fined $21,000. 


Recklitis, who from 1972 to 1975 had been president 
and a member of the board of directors of SCA 
Services, Inc., a New York Stock Exchange listed 
company, located in Boston, Massachusetts, was 
sentenced on his plea of guilty to three counts of a 
twelve count indictment charging violations of the 
reporting provisions of the federal securities laws and 
mail fraud. 


(For further information, see Litigation Release No. 
8796) 





Litigation Release No. 8941/December 4, 1979 


U.S.A. v. J. C. TRAHAN 
CR-79-50008-01 (W.D. La.) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on November 26, 1979 
United States District Judge Tom Stagg, Shreveport, 
Louisiana, sentenced J.C. Trahan, former Chief 
Executive Officer of Resource Exploration, Inc., 
Shreveport, to imprisonment of three years, all but 
six months of which was suspended. In addition, 
Trahan was fined $5,000 plus the cost of prosecution. 
The sentence is to be followed by five years of super- 
vised probation. Trahan is to report to Allenwood, 


Pennsylvania federal prison on or before December 
31, 1979. 
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Trahan was indicted April 13, 1979 in a 24-count 
indictment alleging tax conspiracy, causing false tax 
returns to be filed, fraud in the sale of securities, and 
interstate transportation of property taken by fraud. 
The charges were based upon Trahan’s activities in 
connection with the sale of interests in oil and gas 
drilling funds while serving as the controlling officer 
of Resource Exploration, Inc., Lafayette Funds, Inc., 
and Oil and Gas Funds, Inc., all of Shreveport. 


Trahan pled guilty on September 13, 1979 to one 
count of causing a false tax return to be filed. In a 
plea bargaining agreement, the Government agreed 
to dismiss the remaining 23 counts against Trahan. 


For further information, see Litigation Release Nos. 
7707, 7758, 7766, 8221, 8760 and 8897. 





Litigation Release No. 8942/December 4, 1979 


SEC v. FINANCIAL CONCEPTS, LTD. et al. 
(UNITED STATES DISTRICT COURT FOR THE 
NORTHERN DISTRICT OF ILLINOIS, CIVIL ACTION 
NO. 79C 4968) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission, announced that on November 28, 1979, the 
Commission filed a Complaint in United States 
District Court for the Northern District of Illinois, 
Eastern Division, seeking to enjoin Financial Con- 
cepts, Ltd. (Financial Concepts); Earl Dean Gordon 
(Gordon), Chairman of the Board of Directors of 
Financial Concepts; Kenneth F. Boula (Boula), Presi- 
dent of Financial Concepts; Conrad Investment 
Properties, Ltd. (CIP) and Kenneth C. Naslund 
(Naslund), President of CIP; from violations of the 
registration and anti-fraud provisions of the Federal 
securities laws and Financial Concepts, Gordon and 
Boula from violations of the broker-dealer provisions 
of the Federal securities laws. On the same day the 
Court entered an Order enjoining Financial Concepts, 
Gordon and Boula from the foregoing violations. 
Financial Concepts, Gordon and Boula consented to 
the entry of the injunction without admitting or 
denying the allegations of the Commission’s Com- 
plaint, which was filed simultaneously with the entry 
of the Judgment. 
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The Commission’s Complaint alleges in substance 
that, among other things, Financial Concepts, 
Gordon and Boula, offered and sold promissory notes 
issued by eight general partnerships without filing 
registration statements with the Commission for such 
securities. 


The Complaint further alleges that in the offer and 
sale of these securities, Financial Concepts, Gordon 
and Boula omitted to state material facts concerning, 
among other things, the use of proceeds, the 
financial condition of the general partnerships and the 
ownership of certain real estate. 


The Complaint further alleges that Gordon, Boula, 
CIP and Naslund offered and sold interests in a 
limited partnership without filing a registration state- 
ment with the Commission for such securities. 


The Complaint further alleges that in the offer and 
sale of these securities Gordon, Boula, CIP and 
Naslund made untrue statements of material facts 
and omitted to state material facts concerning, 
among other things, the use of proceeds, the bene- 
ficiary of two land trusts, the collateral and use of 
proceeds from a bank loan, the development of the 
real estate and the return on investment. 


The Complaint further alleges that Financial Con- 
cepts, Gordon and Boula induced purchases and sale 
of the aforementioned promissory notes and limited 
partnership interests without registering with the 
Commission as a broker or dealer. 


The Complaint also seeks an accounting of all funds 
received from investors and from all other sources, 
the uses to which such funds were put, the amounts 
of any remaining such funds and their location(s), 
and an accounting of all the assets and liabilities of 
CIP and Naslund. 


As part of their settlement, Gordon and Boula have 
agreed to pay the sum of $25,000 in two equal install- 
ments, the first payable on or before December 31, 
1979, and the second payable on or before December 
31, 1980, directly to investors on the basis of $1,000 
per investment unit in said limited partnership. 





Volume 18, No. 18, December 18, 1979 


Litigation Release No. 8943/December 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
SAMUEL E. WYLY, RAYMOND E. SHEA and 
ELDON VAUGHAN (United States District Court for 
the District of Columbia, Civil Action No. 79-3275) 


The Securities and Exchange Commission announced 
today that it filed a Complaint for Permanent Injunc- 
tion in the United States District Court for the District 
of Columbia against Samuel E. Wyly (‘Sam Wyly”) 
of Dallas, Texas, Raymond E. Shea (“Shea’’) of 
Worcester, Massachusetts and Eldon Vaughan 
(“Vaughan”) of Dallas, Texas for violations of the 
federal securities laws. Simultaneously with the filing 
of the Commission’s Complaint, Sam Wyly and 
Vaughan consented to the entry of Final Judgments 
of Permanent Injunction against them without 
admitting or denying the allegations in the Commis- 
sion’s Complaint. The Court entered Final Judgments 
of Permanent Injunction against Sam Wyly and 
Vaughan, restraining and enjoining Sam Wyly from 
violations of Section 17(a) of the Securities Act of 
1933 (‘‘Securities Act’) and Sections 10(b), 13(a), 
14(a) and 14(e) of the Securities Exchange Act of 
1934 (‘Exchange Act’) and Rules 10b-5, 10b-6, 
10b-13, 12b-20, 13a-1, 13a-11, 13a-13, 14a-3 and 
14a-9 thereunder, and restraining and enjoining 
Vaughan from violation of Rule 10b-13 promulgated 
under the Exchange Act. 


The Commission alleged in its Complaint that Sam 
Wyly, who was then serving as Chairman of the 
Board of Directors of Wyly Corporation (‘’Wyly 
Corp.”’), entered into arrangements with others 
designed to provide additional incentives to such 
persons to induce the tender of Wyly Corp. 
debentures in connection with an exchange offer by 
Wyly Corp. Included among the allegations contained 
in the Commission's Complaint was the allegation 
that Sam Wyly entered into an arrangement to 
provide additional compensation to Shea for the 
tender of his debentures in the form of a consulting 
agreement. The Complaint further alleged that the 
exchange offer was part of a plan of recapitalization 
of Wyly Corp., the success of which was the only 
alternative to Wyly Corp.’s seeking relief under the 
federal bankruptcy laws. The Complaint also alleged 
that the arrangement with Shea and later negotia- 
tions with Shea by Sam Wyly and Vaughan to settle 
Shea’s claims pursuant to his arrangement were 
never disclosed by Wyly Corp. in its Registration 
Statement for its exchange offer, in its annual and 
periodic reports filed with the Commission under the 
Exchange Act reporting provisions, its proxy state- 
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ments nor in its press releases concerning its recapi- 
talization efforts after the Arrangement was made. 


The Commission also alleged in its Complaint that a 
business associate of Sam Wyly, with funds obtained 
from Sam Wyly through loans and real estate trans- 
actions made without arms-length negotiations and 
on favorable terms, purchased Wyly Corp. 
debentures on the open market during Wyly Corp.'s 
two exchange offers and tendered them pursuant to 
those offers. The Complaint alleges that the loans 
and real estate transactions were made by Sam Wyly 
with knowledge that some of the proceeds would be 
used by the business associate to purchase and 
tender Wyly Corp. debentures and that Sam Wyly 
thus violated Section 10(b) of the Exchange Act and 
Rule 10b-6 thereunder, in addition to the reporting 
and proxy solicitation provisions of the Exchange 
Act. 





Litigation Release No. 8944/December 6, 1979 


UNITED STATES OF AMERICA v. JEROME 
MATUSOW AND IRWIN HYMAN 79 Cr. 677 (United 
States District Court for the Southern District of New 
York) 


The Securities and Exchange Commission today 
announced that on December 3, 1979, Jerome 
Matusow (“Matusow”) and Irwin Hyman (““Hyman’’) 
entered pleas of guilty before Federal District Judge 
Constance Baker Motley to four counts of wire fraud 
and four counts of interstate transportation of stolen 
property. Matusow was formerly president of Aminex 
Resources Corporation (‘‘Aminex’’), a public 
corporation engaged in the mining and sale of coal 
with headquarters in New York, and Hyman was vice 
president of Aminex. The defendents pleaded guilty 
to charges that during 1977 they defrauded Aminex 
of approximately $1 million. Sentencing in this matter 
has been scheduled for January 11, 1980. 


The Securities and Exchange Commission previously 
filed a civil injunctive action generally concerning thse 
matters on March 9, 1978 against Matusow, Hyman, 
Aminex and others, Securities and Exchange Com- 
mission v. Aminex Resources Corporation, et al., 
Civil Action No. 78-0410 (D.D.C.). On May 24, 1978 a 
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Judgment of Permanent Injunction and Ancillary 
Relief was entered against Matusow and Hyman, by 
consent, variously enjoining Matusow and Hyman 
from further violations of Sections 10(b) (anti-fraud), 
13(a) (reporting) and 13(b)(2) (accountability) of the 
Securities Exchange Act of 1934 and rules thereunder 
and providing for other ancillary relief, including 
disgorgement of $1.24 million to Aminex. (For further 
information see Litigation Releases Nos. 8426 and 
8316.) 





Litigation Release No. 8945/December 6, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
TOTH ALUMINUM CORP. (E.D. La., C.A. No. 
79-4758). 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on November 28, 1979, the 
Honorable Fred J. Cassibry, United States District 
Judge for the Eastern District of Louisiana, at New 
Orleans, on the Complaint of the Commission, 
entered a Final Judgment of Permanent Injunction 
restraining Toth Aluminum Corporation (“TAC”), a 
Louisiana company which maintains its principal 
place of business in New Orleans, from violations of 
the reporting provisions of the Securities Exchange 
Act of 1934. TAC consented to the entry of the order 
without admitting or denying the allegations of the 
Complaint. 


The Complaint, which was filed on the same day, 
alleges that since October 1976, TAC has failed to file 
timely annual reports on Form 10K and quarterly 
reports on Form 100. Specifically, it is charged that 
TAC’s Form 10K’s for 1976, 1977 and 1978 were filed 
nine, twenty-one and eleven months late, respec- 
tively. The filing of TAC’s Form 10Q’s during the 
same period ranged from two to twenty months late. 
The Complaint further charges that Charles Toth 
(“Toth’’), TAC’s president, aided and abetted the 
reporting violations. 


The Complaint also alleges that in the offer and sale 
of TAC common stock, Toth made untrue statements 
of certain material facts and in doing so violated the 
anti-fraud provisions of the Securities Act of 1933 
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and the Securities Exchange Act of 1934. Specifially, 
the Complaint charges that Toth with failing to tell 
purchasers (among other things) that the stock was 
being sold at widely varying prices, that it would 
require tens of millions of dollars to get the com- 
pany’s process to produce aluminum from clay past 
the laboratory stage, and misrepresenting that pur- 


chasers would receive interest on their monies until 
their shares were delivered. 


A hearing on the Commission’s Motion for Prelim- 


inary Injunction against Toth has been set for 
December 13, 1979. 
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